BUSINESS ADMINISTRATION 
LIBRAPY 


An Industry Study 


* J 
i 
at 

te 
hy 





A FIDUCIARY 
- 








JULY 1953 





aoceacocnt- & tt t tr ad FAK 18H Oo ON OS 


Another Great Development from PHILCO 


...as Room Air Conditioning Comes of Age! 


You see here the most compact 
console-style air conditioner ever 
built. It is the latest exclusive develop- 
ment in Philco’s 16 years of leader- 
ship in one of America’s great 

rowth industries—ROOM AIR 
CONDITIONING. 


In this remarkable new unit, the 
entire cooling system is self-contained 
in the space-saving cabinet, yet the 
unit does not extend outside the window. 
As a result, room air conditioning 
now becomes possible for thousands 
of buildings where restrictions exist 
against outside extensions on windows. 


This solving of a problem through 
research and engineering is typical 


of Philco’s dynamic leadership since 
1938 in building this rapidly expand- 
ing industry to its present proportions. 


For when Philco entered the air 
conditioning field, it brought to the 
industry a tremendous knowledge of 
public tastes and skill in merchan- 
dising to them. Philco led the way in 
making air-conditioning a full-time 
dealer business, instead of a sideline, 
and the industry began to grow. 

Since the War, these Philco “‘firsts” 
have spurred room air conditioners 
into today’s substantial sales— 


The first hermetically-sealed power 
system ... first true Automatic Tem- 


perature Control . . . first Bedroom air 
conditioner ... first Consolette for 
casement windows...and, more 
recently, the amazing first reverse cycle 
room air conditioner that cools in hot 
weather and heats in cool weather 


utthout electric coils! 


Once again—as in Radio, Tele- 
vision, Refrigerators, Freezers, and 
Electric Ranges—Philco’s unusual 
technique of Research integrated with 
Engineering and Merchandising, has 
paid off in industry leadership. 







And the end is not in sight! 
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Cover Picture . . . Rock formation in Bryce 
Canyon National Park, a 55 square mile 
area in southern Utah marked by domes, 
spires and temples, and 14 huge natural 
amphitheaters of pink and white limestone. 
Since the Union Pacific Railroad advertised 
the place extensively in the 1930’s, buiit 
jodges, and provided transportation, Bryce 
accommodates more than 100,000 visitors 
annually, part of Utah’s important tourist 
trade that grosses over $12,000,000 a year. 
Eighty years ago U. P. spent $90 million 
to bring its rails from Omaha to Promon- 
tory. Today five railroads move Utah’s agri- 
cultural and mineral products to market. 
Discoveries of oil and natural gas have 
spurred road building, with oil companies 
mapping some areas by helicopter. Utah 
is one of the chief sources of uranium and 
the Atomic Energy Commission has co- 
operated with state and county authorities 
in opening new territory. 

Photo from Union Pacific Railroad 


Entercd as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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CORRESPONDENCE 


Agent for Municipalities 


We appreciate your interest in our 
trust department’s services to state and 


| municipal agencies about which I spoke 


to you when you were in our office re- 
cently. This business is primarily pay- 
ing agencies, trustee under indenture, 
fiscal agencies and cus‘odian for secur- 
ities of various municipalities. For in- 
stance, we are custodian for the City 
and County, pension funds. 


We found in a number of munici- 
palities that the employees have diffi- 
culty in qualifying for the proper 
surety bonds, and moreover that the 
cost of these bonds in many cases is 
greater than our charge as custodian. Of 
course, there are many advantages in 
our handling of the securities, as we 
are constantly watching maturities and 
conversion rights and keeping funds in- 
vested. 


Our experience as fiscal agent for 
various public housing projects has also 
been profitable. Not only de we receive 
satisfactory annual fees but the accounts 
usually carry with them large balances 
and sinking funds. 


R. N. Lloyd, 
Vice President & Trust Officer 


Union Planters National Bank 
Memphis 


Best He’s Seen 


Late in 1952, I was calling on the 
lawyers in the interest of the Trust 
Department of our bank. I solicited sug- 
gestions and made inquiry about publi- 
cations that might be of help. One of 
the top lawyers whom I had known 
for forty years handed me Trusts and 
Estates and said that is the best publica- 
tion he had seen. 


I suggested that the bank subscribe 
for it and it did. In looking through the 
May number I was really surprised 
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when our little Country Bank was men- 
tioned twice under Arresters and Trust 
Ads. I wrote the Ad and the Special 
Letter sent to our Special Trust List in 
January. 


My background for Director of Pub- 
lic Relations and Assistant Trust Officer 
is one of Public Office . . . twelve years 
as Clerk of our County or Probate 
Court, six years as Public Trustee of 
our large County of 4,000 square miles, 
and for fifteen years as Postmaster of 
Greeley, a city of a little more than 
20,000. I was past 74 years of age when 
the bank sent for me. I had never before 
written a business Ad. I am now writ- 
ing all the Ads for The First National 
and our Special Letters sent out bi- 
monthly to our Special Trust List. Law- 
years have told me that they have writ- 
ten more wills in the last two years 
than in the previous fifteen because of 
our publicity. I maintain that a Trust 
Ad should say something rather than 
using the greater part of the space in 
some childlike and hideous cartoon. 


We are enjoying Trusts AND EsTaTEs 
and our lawyer friend said a mouthful 
when he said Trusts AND ESTATES is 
the best he has seen. 

John F. Redman, 
Assistant Trust Officer 
First National Bank 


Greeley, Col. 


Excellent Summary 
We received the June issue of TRusTs 
AND Estates and I should like to con- 
gratulate you on the excellent summary 
you have made of the Canadian trust 

conference proceedings. 
William R. Scott, 
Sec.-Treas. Trust Companies 
Association of Oniario 


Toronto 


A A A 


Storage Against Atom Bomb 


The National City Bank of Cleveland 
has completed a one-story building for 
storage of vital trust and banking rec- 
ords and microfilms in Chesterland, 
Ohio, 20 miles from Cleveland. Primar- 
ily this is a war precautionary measure 
in case of atomic or other bombing, and 
will enable the Bank to reproduce vital 
records quickly in case of emergency. 
No money, securities or other objects 
of intrinsic value are to be stored in 
the new archives building, which is fire- 
proof and adequately supplied with the 
ordinary utilities needed for a storage 
operation. 
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Samuel C. Waugh, president of the First Trust Co. of Lincoln, Neb., sworn in as Assistant 
Secretary of State for Economic Affairs. Mrs. Waugh and Secretary of State John Foster 
Dulles look on as Chief of Protocol John F. Simmons administers the oath. 








Trust Council Activities 


As the season closes on regular meet- 
ings of Life Insurance Trust and Estate 
Planning Councils, the following items 
were reported to T.&E.: 


Southeast Florida — June 23rd: At 
the request of the Broward County 
Medical Association, the council pre- 
sented a program on Estate Planning 
for Physicians at their monthly meeting 
at the Coral Ridge Yacht Club in Fort 
Lauderdale. The annual outing of the 
Council was scheduled for July 15th at 
the new golf club “The Plantation.” 


Chicago — June 10th: Officers for the 
coming year are: president Roland D. 
Hinkle, C.L.U., Equitable Life Assur- 
ance; vice president Rollin B. Mansfield, 
First National Bank; treasurer Raymond 
B. Anthony, Equitable Life Assurance; 
secretary John W. Heddens, Continental 
Illinois National Bank and Trust Co. 
The Council held its annual golf outing 
at the Rolling Green Country Club on 
June 23rd. 


Detroit — July 7th: Grosse Ile Golf 
and Country Club was the scene of the 
Council’s annual golf party and dinner. 


Chattanooga — June 9th: Newly 
elected officers are: president J. Beryl 
Kemp, John Hancock Mutual Life; vice 
president C. H. Jerden, Hamilton Na- 
tional Bank;  secretary-treasurer H. 
James Hitching, attorney. 


El Paso — June 16th: Myron Prager, 
an accountant member of the Council, 
gave a paper on “Valuation of Closed 


Corporations and Partnership Interests” 
which is scheduled for reporting in a 
later issue. 


Utah — May 26th: The official famil; 
for 1952-53 is: president Elmer F. Davy, 
Home Life; vice president Claron 0. 
Spencer, Zion’s Savings Bank & Trust 
Co., Salt Lake City; treasurer Scott 
Gillespie, Zion’s Savings Bank & Trust 
Co.; secretary Theron L. Fotheringham. 
Prudential. 


Richmond — June 16th: The member- 
ship voted to change the name of the 
organization to The Estate Planning 
Council of Richmond, Virginia, and at 
the same time adopted a resolution inter- 
preting the eligibility section to include 
attorneys and certified public account- 
ants. Officers chosen for next year are: 
president Jewel W. Tyson, Massachu- 
setts Mutual Life; vice president Jack 
H. Baskerville, First & Merchants Na- 
tional Bank; treasurer Fred H. Bunnell, 
C.L.U., New England Mutual Life; 
secretary Wm. J. McDowell, Virginia 
Trust Co. 


Milwaukee — May 25th: Changes in 
the Articles of Association were ap- 
proved by the membership. One amend: 
ment increased the maximum number of 
associate memberships from 20% te 
30% of the maximum authorized active 
membership. The other revised the re 
striction against two underwriters fron 
the same company on the executive com 
mittee to apply to elected and not ex 
officio membership. 
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EDITORIAL... 


Cold-War on the Dollar 


IS 8th ROUND A DEFAULT BY CORPORATE MANAGEMENT ? 


NCE AGAIN THE DOLLAR IS UNDER ATTACK, AND THE 

long hoped for stability of our national budget and 
personal living costs may be subjected to further inflation- 
ary pressures. The eighth round of threatened or actual 
strikes, accompanied or actually abetted by the wage in- 
creases granted in the automotive field, comes while a politi- 
cal leadership, conscientious and courageous enough to 
seek a balanced budget and sound money, strives to meet 
the problems posed by twenty years of soft financial policies. 


Living costs showed promise of holding steady, or even 
declining in some measure, until the automotive industry 
led the parade toward higher costs by acceding to wage 
demands beyond the justification of economic necessity. 
Labor’s income in industry had already outrun the increased 
cost-of-living. The impacts, like the atomic chain reaction, 
will permeate all industry in the same old vicious circle. 
If corporate management is willing to yield supinely, how 
can price stability be achieved? Instead we hear from 
the Bureau of Labor Statistics that living costs have risen 
for the third straight month, to within approximately one- 
half of one per cent of the all-time high set in November 
1952. And this in spite of sharply lower farm prices. 


The whole program of the Administration, as well as the 
welfare of the salaried and fixed-income classes, is seriously 
affected by this latest wave of handouts. The very people 
who have been so loudly crying for conservative fiscal polli- 
cies have, wittingly or otherwise, helped to sabotage the 
sincere efforts of the new Government by what appears to 
be an unwarranted default of their corporate responsibilities. 


It is the function of corporate management not only to 
couple human and material resources for the best productive 
and economic advantage, but to see likewise that the rewards 
are fairly distributed to the providers of man-hours and of 
tool-hours, and to the liking of that necessary and universal 
character, the Ultimate Consumer. In the last analysis, man- 
agement is the employee of the owners and it should be one 
of its principal functions to work toward a fair basis of 
reward for all whose investments of work and capital make 
possible the operation of the business. 


Nor are the best interests of the employees always served 
by high wage scales translated into prices which meet con- 
sumer resistance and loss of competitive advantage and 
earning power. In view of today’s fast-growing pension and 
profit-sharing plans for the benefit of the industrial worker, 
it is of major necessity to keep earning power up and costs 
of living stable over the years between today and the time 
for retirement. Hence, management is helping labor, too, 
in a wise distribution of the fruits of industry for it is 
axiomatic that capital will not be driven into an area which 
does not offer at least a reasonable prospect of profit. 
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Speaking on “Fair Wages and Economic Stability” after 
conclusion of the supposed five-year contract with General 
Motors employees in October 1951, then president C. E. Wil- 
son pointed out the agreements “not only amount to funda- 
mental progress in determining fair wages and in collective 
bargaining but also, and perhaps even more importantly, 
represent progress in establishing economic stability . . .” 
Yet General Motors’ reopening of this contract and grant- 
ing of wage and “benefits” demands released the gates to 
the current flood of demands all through industry. 


Mr. Wilson rightly stated: “How to determine fair wages, 
how to avoid both inflation and deflation, how to prevent 
the business cycles of boom and bust are problems that are 
all tied together.” He also admitted that wage raises had 
been given “not only to satisfy the men, but to maintain 
their working forces in a competitive market . . . These 
same employers actively bid up wages in competition with 
each other.” Such practices seem certain to make readjust- 
ment to non-war or business-slack conditions the more difh- 
cult, and to germinate the dis-employment we fear, since 
the resultant rising prices curtail buying. Employers do 
not pay wage raises out of their pockets, but out of the 
public pocket. 


As John McCaffrey, president of International Harvester 
Co. said recently in rejecting interim contract demands, 
“We disagree with the theory that a contract is subject to 
change whenever one of the parties wants further conces- 
sions. Such a document is not a contract — it is only a 
temporary memorandum. The only known reason for hav- 
ing a contract is to settle the issues for a specified period 
of time.” 


Commerce Secretary Sinclair Weeks pertinently remarked 
that businessmen are on trial not only in Washington but 
also in Wall Street and Main Street. “The current popular 
confidence is a fingers-crossed faith, which could be changed 
into a thumbs-down rejection, if this time a pro-business 





Government and private business enterprise muff the ball.” 
His call for “economic statesmanship which asks before 
every private or public move: ‘What is best for the whole 
country’ ” should have met with a better response than light- 
ing the fuse of further wage demands, possible strikes and 
price rises. The automotive company actions forced Steel 
to the next concessions, and as Timken Roller Bearing Com- 
pany pertinently stated in full-page advertisements “As Steel 
Goes . . . So goes Inflation.” 


Surely the preservation of the universal measure of value, 
the Dollar, is more important than convenience or expediency 
for a company, industry, or union. Mr. Wilson said, in 
praising the agreement — now revised — as “settling all 
matters for so long a time,” that customers are the real 
victims of strikes. But strikes may be a necessary temporary 
price for just and relative rewards, while further wage hikes, 
in industries already the beneficiaries of more than average 
increases, make customers the long-time victims of higher 
living costs. Responsible labor leaders themselves have 


recognized this; the editors of A.F. of L.’s “Economic Out. 
look” wrote in July 1946: ‘If (wage increases) are won, 
they are likely to be reflected in further price increases . . . 
we can accomplish more by price action than by wage action 
to maintain the purchasing power of our wage income.” 


The current newsletter of the Chamber of Commerce of 
the United States points out: “The annual wage hassle over 
the division of the earnings between employees and owners 
would be enormously mitigated if more were done in the 
schools and colleges, by the press, and through annual re- 
ports of companies to emphasize that wages are paid out 
of production, productivity, and sales and not out of profits.” 

It is of utmost importance to our national stability that 
corporate management give courageous support to the 
sound-money policy which the Administration is struggling 
to effect by resisting to the best of their ability all cost-rais- 
ing factors. Both have a great Trusteeship for the Ameri- 
can people as a whole, and will fail in their duty if either 
defaults further to pressure groups. 
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MORGAN §& CIE. INCORPORATED 


J.P. MORGAN & CO. 


INCORPORATED 
NEW YORK 


Condensed Statement of Condition June 30, 1953 


ASSETS 
$239 540,595.06 
163.502,432.02 
48,005 626.02 
1,650,000.00 


8,440,949.32 
310,929 465.86 
2,981,036.50 
3,000,000.00 


9 552,018.87 
$787 602,123.65 


LIABILITIES 


$ 36,702,385.74 
637 884,062.80 
31,629 054.59 


$706,215 ,503.13 
4,592 894.25 


9,812,208 .87 
25,000,000.00 
30,000,000.00 
11,981,517.40 


$787 602,123.65 





United States Government securities carried at $64,493,019.47 
in the above statement are pledged to qualify for fiduciary powers, 
to secure public monies as required by law, and for other purposes. 


Member Federal Reserve System 


14, Place Vendome, Paris, France 





MORGAN GRENFELL § CO. LIMITED 
23, Great Winchester Street, London E. C. 2, England 
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Trust Majors and Faculty at Graduate School of Banking 








Trust Major Graduates at G.S.B. 





GSB GRADUATES 


HE EVENTS OF HISTORY HAVE CAST 
a as country in the role of contender 
for idealogical and material leadership 
of the world, Dr. William A. Irwin, 
economist of the American Bankers 
Association and associate director of its 
Graduate School of Banking, at Rutgers 
University, told the graduating class of 
329 bank officers at commencement ex- 
ercises on June 19. Declaring that we 
are witnessing something novel in his- 
tory—world leadership being approach- 
ed by a democratic republic, Dr. Irwin 
outlined the following steps that Amer- 
ica must take if she is to consolidate her 
world position and maintain it: 

1. Avoid even the appearance of 


aiming at mere economic exploitation 
abroad. 

2. Act increasingly as a creditor 
nation properly acts. (She is no longer 
a debtor, and must stop acting like 
one.) 

3. Increase her investing abroad, 
assuming the risks that naturally in- 
here in such a policy except so far 
as these risks can be eliminated by 
mutual agreement with her debtors. 
(Consequent progress will raise stand- 
ards of living there, and kindle hope.) 

4. Learn to give and take in inter- 
national dealings. She cannot lay 
down conditions on a ‘take it or leave 
it’ basis. (America must develop the 
‘art of patient compromise.’) 

5. Restore fiscal integrity at home, 
cost what it may. 


6. Keep strong. (She cannot forget 
that she has a ruthless rival.) 


Diplomas were presented by Joseph 
E. Hughes, chairman of the School’s 
board of regents and president of 
County Trust Company, White Plains, 
N. Y. Dr. Harold Stonier, School direc- 
tor and A.B.A. executive vice president, 
presided. 


The Richard W. Hill Award to the 
oldest member of the graduating class 
was presented to Carl F. Heebner, vice 
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329 


president and cashier of the Citizens & 
Manufacturers National Bank, Water- 
bury, Conn. The award, in memory of 
the first registrar of the G.S.B., honors 
the oldest member for furthering bank- 
ing education and for the inspiration 
given to younger officers 


Permanent officers of the Class of 1953 
who came from 36 states and the Dis- 
trict of Columbia, are: President — 
Gene Bridges, vice president, Republic 
National Bank, Dallas; Secretary — 
Charles E. Baus, assistant vice president, 
Girard Trust Corn Exchange Bank, 
Philadelphia; Class Representative on 
Board of Regents — Robert B. Will, 
president, Vinton County National Bank, 
McArthur, Ohio. 





COMMITTEE ELECTED BY TRUST 
MAJORS AT GSB 


Front row, 1 to r: Paul A. Peasley, Stam- 


ford (Conn.) Trust Co., Class of 1954; 
Thomas H. McGovern, Jr., Federal Reserve 
Bank of Boston, 1955; Elmer L. Hewson, 
Manufacturers & Traders Trust Co., Buffalo, 
1954. 


Back row: Lewis W. Smith, Irving Trust 
Co., New York, 1955; Robert C. Lee, Chi- 
cago Title & Trust Co., 1954; chairman of 
committee Douglas C. Wright, Fidelity 
Union Trust Co., Newark, N. J., 1954; 
Robert G. Mullen, Continental Illinois Na- 


tional Bank & Trust Co., Chicago, 1954. 


Mutuals Made Legal 
for Trust Investment 
in Pennsylvania 


On June 19th Governor Fine of 
Pennsylvania signed Act No. 56 which 
provides that within the prudent man 
concept shares of investment companies 
meeting certain requirements are legal 
for trust investment in the Common- 
wealth up to a maximum of one-third 
of each trust account. The progress of 
the measure had been followed with a 
great amount of interest since it had 
originally’ passed the Legislature in the 
1951 marathon session, along with the 
prudent man bill applicable to junior 
equities in general, only to be subse- 
quently vetoed by the Governor. The 
final measure contains a provision, not 
in the 1951 Act, that the investment 
company must have a minimum of ten 
million dollars of net assets at the date 
of purchase by the trustee. 


Other requirements are that payment 
of dividends must have been made in 
twelve out of the past sixteen years — 
a provision also appearing in the pru- 
dent man bill applicable to common 
stocks along with the limitation of in- 
vestment to one third the trust account; 
that no senior capital or bank loans 
are outstanding with priority ahead of 
the common stock of the investment 
company and that it be registered under 
the Investment Company Act of 1940. 


As noted, investment is restricted to 
the prudent man determinant and a 
mutual may not be used in a trust 
account merely because it meets the 
above tests. Where the instrument does 
not limit investments to legals, the trus- 
tee may well in certain instances go out- 
side the size and age limitations and 
seek a mutual of younger age or smaller 
size where management has shown its 
ability over many years in supervising 
other institutional and large private 
accounts or where other features of the 
investment company prove particularly 
advantageous. 
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Recent Developments in 





Estate and Gift Iaxation 


J. LEONARD LYONS 


Member of California State Bar; Beverly Hills 


HIS DISCUSSION WILL COVER SOME 

major rulings — by Courts and the 
Bureau — dealing with estate and gift 
taxes since the Revenue Act of 1951. 


Estate Tax 


Transfers 


On April 10, 1953 the Third Circuit 
afirmed the Tax Court in Estate of 
Charles D. Marshall,’ which, in constru- 
ing the Technical Changes Act require- 
ment that a reversionary interest to be 
includible in the settlor’s estate must 
be by the express terms of the instru- 
ments, held not taxable a pre-Oct. 8, 
1949 trust corpus which was to go 
according to the intestate laws of the 
State of Pennsylvania, inasmuch as the 
possible reversion to the settlor could 
only be spelled out by reference to 
Pennsylvania intestate law which may 
be changed from time to time. 


The entire value of joint tenancy 
property, less the contribution of the 
surviving joint tenant, is includible 
in the decedent joint tenant’s estate 
under Sec. 81l(e) of IRC. If, however, 
prior to death such property is conveyed 
by the tenants, upon the death of one 
tenant shortly thereafter only one-half 
is included in his estate as a transfer 
in contemplation of death under Sec. 
8l1l(c) where under applicable state 
law one joint tenant cannot convey more 
than his one-half interest.” 


Another favorable tax treatment was 
accorded the taxpayer when on May 4, 
1953 the Supreme Court, by a split 
decision without opinion, affirmed the 
Seventh Circuit in Bohnen v. Harrison.* 
A single premium life insurance policy 
was purchased by decedent in conjunc- 
tion with an annuity contract and the 
court held they were separate contracts 
and for independent considerations, 


1132, 564 P-H Fed. CCA 3. Aff. 16 TC 918. 


*Estate of Brockway, 18 TC 488. June 10, 1952, 
following Sullivan’s Estate v. Com., 175 Fed. (2d) 
657, CCA 9; 38 AFTR 101. 


$132, 579 P-H Fed. 1953, affirming 199 F. (2d) 
492, CCA 7, which with one dissent disapproved 
contra results in Burr v. Com., 156 F. (2d) 871, 
CCA 2, 35 AFTR 43, and Conway v. Glenn, 193 F. 
(2d) 965, CCA 6, February 6, 1952, 41 AFTR 664. 
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even though the company would not 
have issued one without the other. The 
absolute assignment of the life policy, 
immediately after purchase, and upon 
which gift tax was paid, effected no 
retention of interest in decedent and 
was not includible under Section 811 (c) 
of the IRC. Decedent’s death was prior 
to the premium payment test added by 
the 1942 Act. 


The Third Circuit in the Estate of C. 
Dudley Wilson* held that the retention 
by the settlor, who was not a trustee, of 
the power to change the trustee who, 
in turn, could accelerate payments to the 
beneficiaries for specific purposes, was 
not the retention of a power to termi- 
nate so as to make the property includi- 
ble in the settlor’s estate. However, 
where the settlor made a transfer in 
trust to three trustees-beneficiaries re- 
taining the power, in conjunction with 
the three trustees, to terminate the trust, 
the transfer was taxable within 811(d) 
(2).” 


Similarly the Tax Court in Robert W. 
Wier® reaffirmed the rule that the dis- 
cretion to make distributions of a trust 
according to specified and determin- 
able standards does not constitute either 
the right to designate who shall possess 
or enjoy, nor the power to terminate the 
trust, so as to make the transfer in- 
cludible in the settlor’s estate under 
Section 811(d). The Commissioner has 
acquiesced in this decision. The retained 
power of a settlor-trustee to accumulate 
or distribute income and to invade prin- 
cipal for needs of the beneficiaries is, 
however, not such an objective standard. 
Such retained power renders the trans- 
fer includible in settlor’s estate.‘ 


Employee Benefits 


Where, pursuant to a pension plan, 


4187 F. (2d) 145, CCA 3, February, 
AFTR 265, Aff. 13 TC 869. 


5Inman, 18 TC 522, June 1952, appealed only on 
question of value, 132, 563 P-H Fed. 1953, CCA 2, 
April 1953. Compare note 24. 


617 TC 409, September 25, 1951. 


TEstate of James D. McDermott, 53, 154 P-H 
Memo TC, April 30, 1953. 





1951, 40 


an employee has a choice and elects to 
take a reduced annuity for his life with 
an annuity to be paid to his designated 
beneficiary after his death, the question 
arises whether the value of the payments 
after his death is includible in his gross 
estate under Section 8ll(c). It is now 
established that such payments are not 
includible in the estate of an employee 
dying before October 8, 1949, inasmuch 
as there is no retained interest as re- 
quired by Section 811(c) (1) (B)* nor 
is there a reversionary interest as re- 
quired by Section 811(c)(2)°, even 
assuming that a property right in such 
payment exists at the time of exercise 
of choice by the employee-decedent. 


As to employees dying after October 
7, 1949, the payments would not be tax- 
able under Section 811l(c)(1)(B) as 
no life interest is retained.'° Since no 
reversionary interest is thereafter re- 
quired under Section 811(c) (1) (C)." 
it is now important to determine whether 
the employee had a property interest’* 
in the annuity at the time he exercised 
the choice, for if so, it would seem that 
the employee has made a transfer to take 
effect in possession, or enjoyment at or 
after his death as required in the last 
named section. In GCM 27242,'* the 
Commissioner has indicated his inten- 
tion, with respect to employees dying 
after July 1, 1952, to consider the em- 
ployee’s interest to be a property right 
and to tax as a transfer the exercise of 


8Estate of Twogood, 194 F. (2d) 627, CCA 2; 
41 AFTR 852, February, 1952, Aff. 15 TC 989. 


°Higgs’ Estate v. Comm., 184 F. (2d) 427, CCA 
3, Sept. 1950; 39 AFTR 1070. 


10See notes 8 and 9. 
1iEffectuated by Sec. 811(c) (3) of IRC. 


12The Tax Court in Higgs held a property inter- 
est existed where the annuity was both fully paid 
and the employee was eligible for retirement at the 
time of the exercise of his choice, even though he 
had not then retired. Reversed on Appeal; death 
occurred prior to October 8, 1949, and thus the 
presence of a property interest was assumed by 
the Circuit Court for purpose of its decision. See 
note 9. Compare Howell, 15 TC 224, Aca. IRB 
1953-4. 


18IRB 1952 - 10 - 13818 modifying GCM 17817; 
CB. 1937-1, p. 281 to the extent that it ruled that 
the employee’s interest was not a property interest 
but a mere expectancy. 
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such choice, even where the employer 
possesses the power to withdraw the 
right of the employee to designate a 
beneficiary and to eliminate all death 
benefits, if the employer has in fact not 
done so at the time of the employee’s 


death. 


On March 12, 1953 the Tax Court in 
Estate of John C. Morrow," held not 
includible in decedent’s estate, under 
Section 811(g) (2), the payment by de- 
cedent’s employer to decedent’s designa- 


husband to deliver the policy to the 
wife’s executor for surrender, and that 
to hold the value taxable would create 
an anomalous situation where the execu- 
tor was liable for tax on property he 
could not reduce to possession. Al- 
though, with the advent of the marital 
deduction in the 1948 Act, Subsection 
(e) (2) as added by the 1942 Act was 
repealed, this case is still applicable to 
community property states in that one- 
half of the community is still taxed for 





options in insurance policies. On that 
date the Commissioner, by TD 5857, 
amended Section 81.47a(c) of Reg. 
105 by providing that such provisions 
do not defeat the marital deduction if 
otherwise qualified. 


Foreign Tax Credit 


The 1951 Act (Sec. 603) amended 
Section 813 of the IRC by adding a 
provision avoiding double death taxa- 
tion in estates of United States citizens 
or residents by allowing a credit against 
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terests are transferred, the right to in- 
come and the right to the corpus.'® 


If the right to income qualifies for 
the exclusion, its value is the amount of 
the gift less the present worth of the 
interest in the corpus; thus, in the case 
of a $10,000 trust to a 11-year-old minor, 
with income to be paid to him until 21 
years of age when corpus is to be dis- 
tributed, the value of the right to receive 
that income is $2,662.69 ($10,000 less 
$7,337.31) (Reg. 108, Sec. 86.11 refer- 
ring to Sec. 86.19(f) Table IT). 


If the right to corpus is a present inter- 
est, the right of that donee to the income 
is likewise a present right and the donor 
is entitled to the full $3,000 exclusion. 
When the right to corpus is a future in- 
terest, however, the right to income may 
be either a present or a future interest. 


The Seventh Circuit in Kieckhefer v. 
Comm." held that the gift by a grand- 
father in trust of both income and prin- 
cipal qualified for the exclusion, where 
the trust instrument directed the trustee, 
the father of the minor beneficiary, to 
pay out of income or corpus amounts 
necessary for education and support and 
to pay over any or all of the trust estate 
or to terminate the trust at any time upon 
demand of the minor or his legally ap- 
pointed guardian, if and when appointed. 
The Seventh Circuit disregarded the ex- 
trinsic circumstances considered by the 
Tax Court and looking to the “four 
corners” of the trust instrument rea- 
soned that the fact that a minor, because 
of his legal incapacity, has to act only 
after appointment of and through a 
guardian does not convert a present 
right into a future interest. It con- 
cluded that the test should be whether 
the instrument by its terms grants a 
present right and not whether a guar- 
dian has to be appointed to act for the 
minor.”° 


A contrary result was reached by the 
Second Circuit in the later case of Stifel 


18Sensenbrenner v. Comm., 134 F. (2d) 883, CCA 
7; 30 AFTR, 1333. Fisher v. Comm., 132 F. (2d) 
383, CCA 9; 30 AFTR 602. 


19189 F. (2d) 118, CCA 7, May 23, 1951, 40 
AFTR 661. The same result was reached in Cannon 
v. Robertson, 98 Fed. Supp. $31, D.C., N.C., June 
25, 1951; 40 AFTR 1079, where income was to be 
paid during the minority of the beneficiary and the 
trustee was required to pay for the support and 
education of minor so much of principal as State 
Court having jurisdiction over minor shall approve 
and direct. 


2°Compare Rassas v. Commissioner, 196 F. (2d) 
611, CCA 7, April 23, 1952, 41 AFTR 1219, holding 
the right to income a future interest because, al- 
though vested, the minor beneficiary’s right to im- 
mediate use was not absolute but depended upon 
the need of the 20 day old beneficiary which was 
determined at the “sole discretion” of the trustees 
who were also the settlors. The Court also consid- 
ered the favorable financial condition of the par- 
ents, as trustees. To the same effect, Mary H. 
Downey, 52, 060 P-H Memo TC, March 6, 1952. 
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v. Comm.”* upon substantially identical 
facts. Unlike the Seventh Circuit, the 
Court refused to be bound by the bare 
terms of the trust instrument, but, upon 
the stated authority of the Fondren and 
Disston cases,22 considered and based 
its decision upon extrinsic circumstances. 
Those circumstances were that no ap- 
pointment of a guardian, without which 
the minors could not demand payment 
of income or corpus, had been made 
during the three year period from crea- 
tion of the trust to trial and the settlor- 
father did not desire such appointment. 
The Court observed (1) a present inter- 
est would have been created if the bene- 
ficiaries had been adults; (2) the re- 
sult might have been different if there 
had been a guardian in being at the time 
of the gift or appointed by the instru- 
ment, in which case consideration would 
then have been given to the settlor’s 
influence on the guardian; and (3) no 
minor was 14 years of age at which 
time under New York Law he could 
himself petition for a guardian. 


Valuation of Interest 


In Brody,” the parents created by a 
single instrument separate trusts of real 
estate for six adult children and ten 
minor grandchildren, income to be cur- 
rently distributed and the trust to termi- 
nate when the youngest reached 21 years 
of age, with the proviso that the two 
trustees could in their sole discretion 
sooner terminate any trust and make 
distribution. The Tax Court held the 
corpus of all trusts to be future inter- 
ests because the enjoyment of the cor- 
pus was postponed until either the 
youngest reached 21 years of age or the 
later exercise of the joint discretion by 
the two trustees. With particular refer- 
ence to the ten trusts for the minor 
grandchildren, the Tax Court distin- 
guished the Kieckhefer case as applying 
only to limitations upon minors im- 
posed by State law, whereas here the 
settlor not only postponed enjoyment be- 
yond minority but also failed to give 
the beneficiaries or their guardian the 
right to acquire the property free of the 
trust prior to the termination date, or 
the sooner termination by the trustees. 


In view of the direction to distribute 
income during the life of the trusts, the 
right to income of all sixteen trusts was 
held to be a present interest. Exclusion, 
however, was denied because the trus- 


21197 F. (2d) 107, CCA (2d), May 15, 1952; 41 
AFTR 1382 affirming the holding and reasoning in 
17 TC 647. 


22324 U.S. 18 and 325 U.S. 442, respectively. 
2319 TC No. 22, Nov. 4, 1952. 





tees having the power to terminate 
could by the exercise of that power 
destroy the income interests and thus 
such interests were incapable of valua- 
tion as of the date of the creation of the 
trusts. This was also the basis for denial 
of the exclusion on April 16, 1953 in 
Caldwell Tyler II and in Willis D. Woods 
and by the Third Circuit in Sylvia J. 


Evans.** 


Inability to evaluate the present in- 
come interests likewise prevented the ex- 
clusion in Floyd H. Newmaker™ where 
an oral trust, consisting of stock in a 
family corporation, was created by the 
father for a minor son with an adult 
son as trustee. No dividend policy of 
the corporation was shown other than 
the one dividend in each of the two 
taxable years in question and no evi- 
dence was presented of any reason exist- 
ing at the time of creation of the trust 
to anticipate that dividends would there- 
after be declared. 


Upon the authority of Comm. v. 
Sharp*® the Tax Court in Edward J. 
Kelly** held the income interest of trusts 
created for grandchildren, with the 
settlor as trustee, to be present interests 
where payment of income to the guard- 
ian is made mandatory for the educa- 
tion, maintenance and support of the 
grandchildren. The trust provision for 
accumulation of income not so distribu- 
ted was held precautionary only and 
not a limitation. The trust provided for 
invasion of principal when necessary 
for the education, illness or other need 
of the beneficiaries, but the Court did 
not consider the issue of whether this 


would render the income interest in- | 


capable of valuation. 


On June 2, 1953 the Second Circuit 
in Comm. v. Est. of Arthur H. Dwight 
(132, 589 P-H Fed. 1953) held that 
inter-vivos trusts created by a decedent 
husband for the support of his wife, 


(Continued on page 522) 


2453, 128 P-H Memo TC, April 16, 1953, 16 TC 
962, May 4, 1951, and 198 F. (2d) 435, CCA 3, 
July 10, 1952, respectively. 


Compare Inman, (note 5 supra) where, under 
somewhat similar facts, the Second Circuit reversed 
the Tax Court and held that the value of the entire 
life estate of the beneficiaries, rather than the 
value of the income rights remaining from the 
death of the trustor to the end of the 10 year trust, 
was not to be included in the estate of the settlor- 
decedent for the reason that even if the trustor- 
decedent exercised his retained power to sooner 
terminate the trust at which time distribution 
would be made to the beneficiaries, the beneficiaries 
would in any case obtain the fee and would thus 
enjoy the income for life which was not retained 
by the settlor-decedent. 


253, 071 P-H Memo TC, March 6, 1953. 
6153 F. (2d) 163, CCA 9; 34 AFTR 833. 
219 TC 27, Oct. 10, 1952. 


TRUSTS AND ESTATES © 


ee eee 


Gib karSicarancs 


Ju 





late 
wer 
hus 
lua- 
the 


nial 


ods 
LJ. 


lult 


two 
PV ]- 


‘ust 
Te: 


sts 
the 
‘sts 
rd- 
Ca- 
the 
for 
bu- 
nd 
for 
ry 


lid 
his 


uit 


sht 


ont 


fe. 


der 
sed 
tire 
the 
the 
ust, 
lor- 


ner 
ion 
ries 
hus 
ned 


CARE Ak (Ge ndtniinisie Aa sca aa a oi Ce, 


Tre eee 


Juty 1953 


Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate 
and Interest and Income Tax Records 


Preparation of Schedules for 
use in Court Accountings 


Handling of Security 
Sales and Purchases 


Stock Transfers Depositary under Court Order 
You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 


full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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Selling a Trust Service 


“MILITARY ” BLUEPRINT FOR SUCCESSFUL SALESMANSHIP 


N THE MARCH ISSUE OF TRUSTS AND 

Estates, A. M. MeNickle, vice presi- 
dent of Fidelity Trust Company, Pitts- 
burgh, made two significant observa- 
tions: 


1. That the trust companies have lost 
$50,000,000,000 of decedent’s estates to 
individual executors over the past 19 
years and, 


2. That the poor record of penetra- 
tion of the estate market was due to 
confusing merchandising with salesman- 
ship. 


Mr. MeNickle’s implication is that, 
when 70% of one’s market is being lost 
through default, it is time for less tell 
and more sell. This article is intended 
to be a blueprint for selling. Its pur- 
pose is to show how a good salesman 
moves an “intangible” like a_ trust 
service. There is no substitute for per- 
sonal salesmanship to persuade a person 
that he needs your product. This means 
putting one foot in front of the other 
until you face the prospect. 


Strategy and Tactics 


The distribution of goods and services 
has many points in common with a mili- 
tary operation. Merchandising can be 





Mr. Drakeley is field 
training assistant for 
the Penn Mutual 
Life Insurance Com- 
pany of Philadelphia. 
Graduated from St. 
Joseph’s College 
where he earned his 
bachelor’s degree in 
journalism and edu- 
cation, his business 
background includes experience as an English 
instructor, partner in an advertising agency, 
investigator and life insurance underwriter. A 
veteran of the Marine Corps, in which he 
holds a reserve rank of Lieutenant Colonel, 
Mr. Drakeley was recently appointed com- 
manding officer of the 2nd Depot Supply 
Battalion in Philadelphia. His procedure for 
collaboration between the life underwriter and 
the attorney, which was officially approved 
by the Philadelphia Bar Association, was 
described in the August 1951 issue of Trusts 
AND EstTATEs. 
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WILLIAM P. J. DRAKELEY, Jr. 


likened to strategical bombing while 
selling can be compared to a tactical 
attack Merchandising will soften up the 
target but it usually takes a strong sales 
attack to finish it off. 


The sales attack goes through four 
stages: 1) The Pre-Approach, 2) The 
Approach, 3) The Main Attack and, 
4) The Close. Before a sales attack can 
even be planned, much first-rate ‘intelli- 
gence’ work has to be done—in short, 
you have to dig out, then sift and sort 
the best information you can get on your 
potential antagonist, the shrewd, skeptic 
you desire to win over as a client. 


The purpose of the Pre-Approach is 
to establish contact, once your ‘intelli- 
gence’ tells you that it is a lucrative 
target. The telephone is usually the 
simplest and quickest way to do it. This 
phone-call has but one objective—to 
engage you with the antagonist. You 
can’t win the battle on the phone. Here’s 
how you reach this limited objective: 


“Mr. X, this is Mr. Z of the XYZ 
Trust Company calling. I’m calling 
about the letter you received from our 
Vice President, Mr. Y, the other day. 
The letter, you'll recall, stated that 
through proper planning you may pre- 
vent shrinkage of from 15% to 30% 
of your estate, without any cost to you. 
My purpose in calling is to request the 
courtesy of 20 minutes of your time to 
explain just how this can be done. 
Would tomorrow morning or the after- 
noon be more convenient for you?” 


Nine times out of ten one attempt is 
sufficient to get an interview, but if 
another is necessary, you might proceed 
as follows: 


“Mr. X, probate records indicate that 
over 50% of the estates are administered 
under the expensive and arbitrary in- 
testate laws. And a large number of 
those settled with wills result in exces- 
sive estate taxes and even disinheriting 
of wives and children because the wills 
were obsolete. I’m ‘sure you have ‘no 
desire to pay more taxes than you are 
legitimately required to, nor would you 





intentionally disinherent any member of 
your family. We want to show you how 
to be sure your plan is up-to-date and 
airtight, without any obligation on your 
part. Would tomorrow morning or the 
afternoon be better?” 


H-Hour 


Let’s assume you have been success- 


ful in making an appointment via the | 


phone. H-hour approaches. In _ this 
phase, appropriately called the Ap- 
proach, you deploy your forces for the 
‘main attack’ and secure data for sub- 
sequent sales engagements. The purpose 
of the Approach is to enable you to 
manuever your sales forces to your 
antagonist’s most vulnerable spot. To 
succeed, you have to draw your foe 
off-guard. For example, you might ad- 
vance as follows: 


“Mr. X, we promised you informa- 
tion that might enable you to save from 
15‘% to 30% of your estate, that would 
otherwise go for taxes and legal fees, 
for your family, without cost to your- 
self. Whenever we explain this estate 
preservation procedure to anyone were 
usually promptly referred to a friend 
or acquaintance so that he can profit 
by the same information. Now this case 
illustrates 
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Note that this Approach does three 
things: 

1. Disarms the prospect . . 
cost to yourself.” 


2. Offers him a benefit . . . “15% to 
30% saving.” 


. “without 


3. Starts your ‘intelligence’ section 
off .. . “whenever we explain, etc.” 


All these steps are essential for a 
sood Approach but Step No. 3 is vital 
0 insure future prospects of profitable 
sles combat. It’s a delayed action pros- 
pecting weapon which will prove handy 
to you later at the end of the “firefight.” 


Organized Attack 


Once you have made a _ successful 
approach, you can launch your sales 
attack with dispatch. This is because 
a good approach will enable you to 
skillfully deploy your sales forces ac- 
cording to a predetermined plan. This 
plan is your Organized Sales Presenta- 
tion. Briefly stated, an organized sales 
presentation is a series of logical ideas 
and emotional appeals psychologically 
arranged so as to persuade the prospect 
over to your proposition. 


The major purpose of the sales attack 
is to fix the prospect's problem. The 
success of the entire attack hinges on 


your ability to pinpoint the prospect’s 
problem. Accurate problem-fixing is 
what shatters his protective compla- 
cency. Problem-fixing is the key to all 
sales strategy. 


At this point it is important to recall 
that every sales attack has a threefold 
purpose: 1) To create a desire, 2) To 
build conviction and 3) To secure 
action. 


The content of your sales presenta- 
tion should be such as to get the atten- 
tion of the prospect and keep it. Through 
problem-fixing you gain the prospect’s 
confidence and make it relatively easy 
to convince him of the merits of your 
proposition. When you have under- 
standing and belief on the part of your 
prospect, the battle is half-won. 


Shifting Forces 


One of the first things to do after 
launching your sales attack is to deter- 
mine whether or not you can smash 
through sales resistance in one or two 
engagements. The modern, stream-lined 
service-approach is ordinarily based on 
a two-interview plan of selling. On the 
first interview the salesman determines 
what the client wants his estate to do 
for himself and his family, and secures 
data on the composition of that estate. 


Back at his ‘command post,’ he figures 
what the present estate will do and what 
rearrangement is necessary to do what 
the prospect desires, then obtains the 
second interview. In this skirmish the 
prospect is brought face-to-face with 
his estate as it is, a practical solution is 
recommended often alternatives 
too ... and he is persuaded to act on it. 


What you will actually do in sales 
combat cannot of course be predicted 
beforehand. You have to make an on- 
the-spot ‘estimate of the situation’. It 
might be a sales skirmish which can be 
mopped up in one engagement. Perhaps 
the target will prove to be less lucrative 
than you anticipated and you.may deem 
it wise to break off action immediately. 
On the other hand, the target may prove 
to be a formidable prize which will 
require two or three sales counterattacks 
in addition to the main action. You may 
have to bring up reinforcements from 
the law or accountant’s division. 


Once you have reached the time for 
decision, you have to hit hard with 
everything at your command. If every- 
thing goes according to plan you can 
close on implied consent. However, it’s 
rare that your ‘intelligence’ is perfect 
or that your ‘estimate of the situation’ 
is 100% accurate. There are four tacti- 
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cal devices which are field-proven for 
getting action: 
1. Emphasizing the advantage of act- 
ing now. 
2. Minimizing any cost. 


3. Dramatizing the situation via logic 
and emotion. 


4. Uncovering any hidden objection. 


Using Ammunition 


Having mapped out your sales plan 
and decided on the best ideas and 
appeals, what do you do with this 
ammunition ? 


First, line these ideas and appeals up 


in short sentences and phrases. Then 
arrange them in a psychological outline. 
A logical pattern is necessary to get 
information, to fix the problem and to 
present the solution, but to get action 
you have to shift to an emotional pat- 
tern. In other words, when you tell, 
use logic, but when you sell, use emo- 
tion. After completing your outline, 
underscore the key points and commit 
the ideas—not the words—to memory. 
Then rehearse it until you know it cold, 
but don’t give it cold. 

Generalizations, although they may 
state an underlying principle pertinent 
to the prospect’s situation, are impotent 
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THE BANK FOR ALL THE PEOPLE 


REG. U. S. PAT. OFF. 


CONDENSED STATEMENT OF CONDITION, JUNE 30, 1953 


ASSETS 


Cash on Hand and in Banks 


United States Government Securities . 


State, Municipal and Other Securities, 23 r er 
Stock of the Federal Reserve Bank ° 


Loans and Discounts . .... - 
Bank Premises 

Other Real Estate 

Other Assets 


- $ 244,096,941.05 
417,725,207.34 


134,829,999.61 
473,815,876.65 
3,270,486.93 
1.00 
4,700,476.32 
3,441.54 


$1,278,442,430.44 


LIABILITIES 


Capital Stock 

Surplus . 

Undivided Profits 

Reserve for Contingencies . 


DEPOSITS 
Commercial and Savings 
Estates and Corporate Trust . 
Accrued Taxes, Interest, etc. 
Other Liabilities 


17,500,000.00 
42,500,000.00 
11,006,361.67 

3,000,000.00 


Capital Funds $ 


74,006,361.67 


- « $1,156,620,318.46 
35,941,788.98 1,192,562,107.44 


8,540,884.56 
3,329,635.23 
3,441 54 


$1,278,442,430.44 


United States Government Securities carried at $105,681,296.40 are pledged tosecure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


Assets are shown NET after deducting Valuation Reserves. 


Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services. 


59 CONVENIENT OFFICES 


Northern Ohio: 
Painesville « Willoughby « Bedford « Lorain 
d 


Everywhere in Greater Cleveland 


COMMERCIAL « 


SAVINGS « 


TRUSTS 


Largest branch banking system between New York and San Francisco 
2% ON SAVINGS 
754,946 SAVINGS AND CHECKING DEPOSITORS 


Member: Federal Deposit Insurance Corporation 
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Federal Reserve System 





because they have no feeling. To get the 
prospect to apply the principles to his 
situation you have to use interesting 
case histories. This technique gets him 
to act out his own problem. Theoretical 
tax discussions, for example, are as 
effective as marshmallows against a 
tank. Humor is permissible for a mo. 
ment of laughter, not for continuous 
comedy. Even poor jokes are all right, 
but make sure the prospect isn’t the 
butt of any joke. 


It is most important that your attack 
has a ‘full head of steam.’ To insure 
warmth, charge it with enthusiasm. 
Enthusiasm has terrific penetrating 
qualities. It adds jet-propulsion to your 
ideas. Be sure not to get hi-hat. Your 
objective is potent ideas, not flawless 
diction. 


If you forget, relax, for words will 
come if you have memorized the basic 
ideas. In fact, a certain amount of hesi- 
tancy and backsliding is actually help- 
ful. Too-smooth talks may lead to sus- 
picion. And by all means, keep it simple. 
The prospect won’t buy your idea if he 
doesn’t understand. Keep it short, too 
The complexity of the problem and the 
scope of the job you are going to do 
will determine the time, but in most 
cases, if you have anything to say, you 
can say it in 5 to 15 minutes. Once you 
get action, you can spend as much time 
as you think the problem—his and yours 
—warrants. 


Don’t pack in too many ideas. Save 
some ammunition for the resistence 
which is bound to meet your attack. 
Never forget that people buy benefits, 
not a product or service. They are not 
in the least interested in whether your 
Marital Deduction clause is the per- 
centage type or not. They want to know 
how it will benefit them or their family. 


Penetration — by Visuals 


Almost any well organized sales at- 
tack can hit the target, but whether or 
not a penetration is achieved is another 
matter. How can you assure a penetra- 
tion? 

First, you have to figure just what 
kind of resistence you are running into. 
The average prospect usually has a de- 
fense mechanism for a sales attack that 
resembles a ‘block house.’ Your con- 
ventional weapon—verbal delivery— is 
relatively ineffective unless you get a 
lucky shot in the embrasure. But when 
you supplement it with armor-piercing 
visual weapons, the blockhouse can be 
blasted to smithereens. 


(Continued on page 530) 
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THEY 
PIONEEREID ~~ 
IN 1853 = 


7,000 males apart! 


SNS 


4 *\.THE FOUNDERS of the United 
States Trust Company of New York 
pioneered when they established one of the 
first companies in the trust field on April 


12, 1853. 


Pioneering in another field took place 
on July 14, 1853, when Commodore Perry 
delivered a letter from President Fillmore 
to the Japanese Shogun, asking friendship 
and commerce. Early the next year a 


treaty was concluded opening Japan to YY Le 
American trade. This treaty and others ; i ly 
which followed helped to provide a base for 2 ON: Uy} 
a ‘ ‘ Zz NAS eB QOAN ¢ 
a 1953 world economy in which the value Z ee Soo 
; LLL 
of many investments fluctuates with {2 pene BALI 


changes in far-off places. Some of today’s 
investment problems may be traced to 
this constant change in world economic 
conditions—problems too complex for 
one man’s mind. 


The trust company has many minds— 
those to select and supervise investments, 
and those to direct varied fiduciary 
services. While changing times have reduced 
the ranks of the very rich, they have 
enlarged the number of those with property 
enough to profit from trust services. If 
you are one of the latter—if you would 
like to learn how trusts, estates and invest- 
ment funds are administered today—you 
are cordially invited to visit us during 
our 100th anniversary year. 
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PARTNERSHIP PENSION PLANS 


Drafting Suggestions in Anticipation of Jenkins- Keogh Law 


P TO THE PRESENT TIME UNDER 

Federal Tax Law self-employed 
partners have been unable to participate 
in tax qualified pension and profit-shar- 
ing retirement plans. With the Jenkins- 
Keogh Bill pending before the House 
Ways and Means Committee,* practition- 
ers specializing in pension and profit- 
sharing plans must turn their attention 
to the practical aspects of the amend- 
ment of existing qualified partnership 
employee’s retirement plans and the 
provisions affecting partners in new 
partnership pension and profit-sharing 
plans. 


In substance the provisions of the 
Jenkins-Keogh Bill (H.R. 10 and H.R. 
11) provide that a self-employed person 
not eligible to participate in a qualified 
pension or profit-sharing plan, may ex- 
clude from gross earned income each 
year, an amount contributed by him to 
a restricted retirement fund or restricted 
retirement annuity contract equal to the 
smaller of $7,500 or 10% of his earned 
income but not to exceed a contributed 
total of $150,000 (unless his age as of 
January 1, 1953 exceeds 55 years, 
whereupon the exclusion may be in- 
creased by 1% of such earned income 
multiplied by the number of years of his 
age over 55). 


In the present draft of the bill there 
is also a requirement that there must be 
a bank as trustee [Section 173(b) (2) | 
of the restricted retirement plan and 
trust, if that method is used rather than 
the restricted retirement annuity con- 
tract method. 


The present bill defines a restricted 
retirement fund. as “A trust forming 
part of a qualified bona fide retirement 
plan for the exclusive benefit of its 
participating members for the purpose 
of distributing to such members or their 
beneficiaries the corpus, profits and 
earnings of the trust accumulated by 


the trust in accordance with the plan 
+ #&@ #99 


Many states have enacted, in past 
years, laws exempting employees’ quali- 








*See Nov. '52, T&E, p. 808. 
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fied retirement plans from the rules 
against perpetuities and accumulations. 
It is of interest to note that the New 
York State Legislature made effective 
on April 13, 1953, Personal Property 
Law, Section 13-d,+ extending the legal 
exemption specifically to trusts for self- 
employed individuals and others. It is 
likely that many other states will follow 
suit. 


Drafting Considerations 


In the draftsmanship of a qualified 
partnership pension or profit-sharing 
trust plan comprising a restricted retire- 
ment fund, the following are the major 
considerations: 


(1) Decision must be made by the 
controlling or by the majority of the 
partners as to whether it is better for 
all partners to be included or excluded 
from using their employee’s plan as 
“the restricted retirement fund” to 
which they will contribute their respec- 
tive annual Jenkins-Keogh earned in- 
come contributions, discussed above. If 
the decision is to use their partnership’s 
own restricted retirement fund for all 
the partners’ Jenkins-Keogh earned in- 
come contributions, all partners must 
be excluded from general eligibility in 
their plan. However, it should be made 
clear in the express terms of the part- 
nership pension or profit-sharing trust 
plan, that the self-employed partners of 
the partnership are permitted to use 
their employees’ plan for the partners’ 


+“Trust for self-employed individuals and others. 
No trust consisting in whole or in part of personal 
property created under a retirement plan for which 
provision has been made under the laws of the 
United States of America exempting such trust 
from federal income tax shall be deemed to be in- 
valid as violating any existing laws against per- 
petuities or suspension of the power of alienation 
of title to property or the accumulation of in- 
come; but such a trust may continue for such time 
as may be necessary to accomplish the purposes for 
which it may be created, may be permitted to 
accumulate the income arising from the personal 
property held therein until such time as such in- 
come shall become distributable to the beneficiary 
or beneficiaries under the terms of the trust and 
may according to its terms be made irrevocable 
and the interests of its beneficiary or beneficiaries 
therein may be made non-transferable by assign- 
ment or otherwise. Any such trust so made irrevoc- 
able according to its terms shall not be subject to 
revocation upon the written consent of its benefi- 
ciary or beneficiaries as provided under section 
twenty-three of this chapter.” 


own “restricted retirement fund,” and 
the plan must also contain or be amend- 
ed to cover the following matters. 


(2) Partners should also be expressly 
excluded from contributing in excess of 
the amount allowed by law especially if 
a partnership pension or profit-sharing 
plan is contributory in any manner as 
to the employee participants. All part- 
ners should be excluded from general 
eligibility in their qualified partnership 
pension or profit-sharing plan no matter 
what decision is reached under (1) 
above as the Jenkins-Keogh Bill requires 
this as a condition for a partner’s quali- 
fying under its terms. 


(3) Express provision must be made 
for eligible employees who may become 
self-employed partners. 


(4) The partners Jenkins-Keogh 
earned income contributions to their 
partnership restricted retirement fund 
must be expressly made non-encumber- 
able and non-assignable except as to 
death beneficiary designation which 
may be changed from time to time. It 
is important to check the laws of the 
state involved on beneficiary designa- 
tions. In New York State a beneficiary 
designation under a pension or profit- 
sharing plan to be effective must be 
signed by the participant concerned but 
need not be acknowledged or notarized. 
(Personal Property Law. Section 24a.) 


Corporate Trustee 


(5) The partners Jenkins-Keogh 
earned income contributions to their 
partnership’s “restricted retirement 
fund” must be administered by a bank 
as trustee under the draft of the bill 
presently being considered by Congress. 
If the partnership’s employee’s plan is 
administered by individual trustees, a 
separate express provision must be made 
to have a bank as trustee as to the 
partners’ separate investment account 
within the employee’s plan which holds 
the partners. Jenkins-Keogh earned in- 
come contributions and their respective 
earnings and gains therefrom and 
charges thereto. The corporate trustee 
should have the right to purchase re- 
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stricted retirement annuity contracts on 
the life of a partner with his share of 
the Jenkins-Keogh earned income con- 
tributions, earnings and gains thereon, 
if the partner so requests. 


(6) The partners have no right to 
retirement before age 65 except that in 
case of permanent and total disability 
which prevents them from performing 
their normal duties as found by a quali- 
fied physician they may arrange for 
earlier retirement. However, nothing in 
the Bill prevents retirement after age 
65. At age 65 or thereafter, upon actual 
late retirement, their Jenkins-Keogh 
earned income credits and all earnings 
and gains thereon, less charges, may be 
paid to them: 


a. In a lump sum. 


b. In annual quarterly or monthly 
installments of a designated amount 
over a period of years. 


ec. By the purchase by the trustee 
from an insurance company, desig- 
nated by the participating member 
in the name of such member, of one 
or more single premium life annu- 
ity contracts [with or without a 
guaranteed minimum return and 
with or without provision for a 
joint, survivor, or joint and survivor 
annuitant]. 


(7) As the Jenkins-Keogh Bill at 
present has an effective date for tax- 
able years beginning after December 31, 
1952, it is important that no effective 
date for a partnership restricted retire- 
ment fund be made prior thereto. 


Undoubtedly other practical consider- 
ations in the drafting of partners pen- 
sion plans will arise, depending upon 
the type of partnership involved and 
State law applicable thereto. However, 
it is believed that the above constitute 
the major considerations because the 
present draft of the Jenkins-Keogh Bill 
shows detailed care and consideration 
by the many persons involved in the 
draftsmanship and principles thereof. 
It is to be hoped that this legislation 
important to practitioners’ own partner- 
ships as well as to the partnerships of 
their clients, will be passed by the pres- 
ent Congress. 

A A A 
New Profit Sharing Regulations 

The Wage and Hour Division of the 
Department of Labor filed on June 3rd 
revised Regulation 549 dealing with the 
requirements of a “bona fide profit-shar- 
ing plan or trust” under the Fair Labor 
Standards Act of 1938. Under that Act, 
amounts paid to or on behalf of an em- 
ployee pursuant to such a plan or trust 
are not part of his regular rate of pay 
for purposes of computing overtime. 
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Trends in Employee Benefit 
Plans 


Ten trends in pension and profit-shar- 
ing plans are outlined by Meyer M. 
Goldstein, Executive Director, Pension 
Planning Co., New York, in the special 
Pension Edition of the Journal of Com- 
merce of New York of June 19, 1953. 


1. New plans are being established 
at the highest rate in the history of the 
United States. 


2. The percentage of unfunded plans 
is decreasing as companies recognize 
the tax and other advantages of a fund- 
ed plan. 


3. Costs of plans are decreasing be- 
cause of higher interest earnings. 


4. Employers are preparing them- 
selves more carefully for collective bar- 
gaining with their unions to meet the 
careful advance preparation of unions. 


5. Treasury Department has come 
out with administrative rules which as- 
sist taxpayers in knowing the up-to-date 
views of the government as well as in 
obtaining hearings where necessary on 
unsettled points. 


6. Companies are recognizing that 
it is not enough to have a good plan and 
even an attractive booklet. Plans must 
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For complete Trust service in Cen- 
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sure on-the-spot attention to details. 





be merchandised and sold to employees 
as part of the theme of being a good 
place in which to work. 


7. Administration — companies are 
increasingly recognizing that careful 
attention needs to be paid to the ad- 
ministrative machinery in running a 
plan. 


8. Considerable amendment of ex- 
isting plans is taking place for various 
reasons, including liberalization of bene- 
fits, as to coverage, eligibility, minimum 
and maximum pensions. 


Frequently profit-sharing plans 
are being changed to pension plans 
where no pension plan exists. Also, the 
funding method for pension plans is 
being changed from rigid systems call- 
ing for fixed cost commitments to flex- 
ible plans which can be adjusted to the 
company’s business curve. 


9. Even though there is a tempo- 
rary halt to inflation, there is continu- 
ous study of ways and means to offset 
the impact of long-range inflation. 


10. Finally, employers in increasing 
numbers are seeking unbiased advice in 
this controversial field through inde- 
pendent consultants paid for on a fee 
basis. 
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Central National Bank of Cleveland’s vice president A. C. Knight, in charge of the trust 
department, being interviewed by Paul Bedford, announcer for TV Station WNBK during 
the bank’s recent tour by television. 


Bank Tour on Television 


President Loring L. Gelbach of Cen- 
tral National Bank, Cleveland, was host 
to an estimated 150.000 persons when 
Life Magazine and Station WNBK join- 
ed with the bank to televise a half hour 
“tour” as part of the “Life in Cleveland” 
series. This series is developing the story 
of the American economy, and Cleve- 
land was the first city selected. The 
series began with Republic Steel Co.’s 
open hearth operation and has included 
an assembly plant for army tanks. the 
Art Museum, the City Hospital. and the 
Public Library. 


Preparation at Central National be- 
gan with a two-hour visit from a repre- 
sentative of WNBK who toured the main 
office building. A researcher from Life 
Magazine interviewed personnel of the 
departments to be included in the pro- 
gram, collecting background informa- 
tion for the commentator, engineers 
made sure there would be adequate 
power for each of three television 
cameras, and conferences between the 
bankers and the producer were directed 
toward assembling “props” to tell the 
story of departments which the television 
cameras could not reach. A temporary 
payroll cage repreesnted the Payroll 
Department, and the Foreign Depart- 
ment obtained exhibits from customers 
including green coffee, wool shearings, 
sponges, and scale models of machines. 
Vice president A. C. Knight of the trust 
department gave a close-up, desk inter- 
view outlining the major activities of 
the personal and corporate trust divi- 
sions. 
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The bank took necessary security 
measures, arranged for department staffs 
to remain after hours and for officers 
to occupy their usual desks. On the 
day of the broadcast. “walk-throughs” 
of the program were done between 3:00 
and 5:30 p.m., followed by an actual 
rehearsal “on camera.” Then came a 
rest period until 6:45, and at 7:00 the 
bank was on the air. 


Public reaction was excellent with 
audience ratings increasing to a 10.5 
rating for the last half of the period. 
Letters and calls of congratulations in- 
dicated a favorable reception. 


A A A 


How to Pick a Bank 


An article entitled, “No, All Banks 
Are Not Alike,” appearing in the May 
1953 issue of Changing Times — the 
Kiplinger Magazine, outlines “the quali- 
ties to look for when you pick a bank.” 
It frankly states that no bank has them 
all, but since some banks have more 
than others, the customer may as well 
select the one that has the most. 


The qualities are then discussed in de- 
tail under the headings, Safety, Conveni- 
ence, Pleasantness, Services, Charges, 
Competence and Good Management, Na- 
tional or State Bank, and Advice for 
the Asking. The article concludes that 
“in a nutshell, the kind of bank you 
want is one where they don’t just say 
No, but where they help the customer to 
find an answer even if it may not be 
the one he had in mind.” 


AAA 





Record in New Pension Plans 


Pension trust and profit-sharing plans 
are being put into effect in record num- 
bers, Commerce Clearing House, na- 
tional reporting authority on tax and 
business law, reveals. In preparing its 
new Pension Plan Guide, CCH found 
that the Bureau of Internal Revenue 
qualified new plans for 1,346 employers 
during the first three months of 1953, 
compared with 898 plans in the first 
quarter of 1952, an increase of almost 
50 per cent. Qualified plans in operation 
over the nation as of March 31, 1953 
are reported as 19,707, while an addi- 
tional 1,594 cases were on hand await- 
ing original rulings, according to the 
latest available figures. 

Commenting on the $2 billion a year 
rate of pension fund investment, CCH 
predicts that “the effect of pension funds 
on the stock market will be strongly 
stabilizing and probably somewhat in- 
flationary.” Since pension funds are in- 
vested only in high-grade common 
stocks if they are invested in stocks at 
all, CCH points out that the prices of 
the “blue chips” are likely to continue 
in a long-term rise. 


Among the trends which CCH antici- 
pates are increasing pressure for pen- 
sion rights which a worker can take with 
him if he changes jobs; more concern 
in the future for the wives of pensioners. 
who in general live longer than their 
husbands; and greater insistence on 
fully funded pension plans, instead of 
the less secure funding which has been 
negotiated by some unions. 


A few recently inaugurated plans pro- 
vide pension benefits which will fluctu- 
ate with the cost of living. These are, 
so far, used as supplements to more con- 
ventional plans, and are still in the ex- 
perimental stage. 


Growth of Qualified Pension Plans 


No. Annual 
Year Qualified Increase 
| ae 1,173 
1949 . 1,018 8.3% 
ee 1,387 10.5% 
a 2,158 14.8% 
ee 17.5% 
1953 (3 mos.) 1,346 273% 


*Estimated on basis of Ist 3 months. 
AB s&s A 


Illinois Trust Income Up 6.9% 


Operating income from trust depart- 
ments in the state banks and trust com- 
panies of Illinois amounted to $6,568.- 
000 in 1952 compared with $6,142,000 
the previous year, according to the 
Bulletin issued by Orville E. Hodge, 


auditor of public accounts. 
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Continental Illinois National Bank 
and ‘Trust Company of Chicago 


BOARD OF 
DIRECTORS 


WALTER J. CUMMINGS 


trman 


J. Q. ADAMS 
Real Estate 


CARL A. BIRDSALL 


President j 


CHAUNCEY B. BORLAND 
Managing Owner, Borland 
Properties 


CHAMP CARRY 
President, Pullman Incorporated 


D. A. CRAWFORD 
Director, Pullman Incorporated 


EDWARD A. CUDAHY 
Chairman of the Board, The Cudahy 
Packing Company 


JOHN F. CUNEO 
President, The Cuneo Press, Inc. 


MARSHALL FIELD 
President, Field Enterprises, Inc. 


LAWRENCE P. FISHER 
Director, General Motors 
Corporation 


CHARLES Y. FREEMAN 
Chairman of the Executive Committee 
Commonwealth Edison Company 


THEODORE V. HOUSER 
Vice Chairman of the Board 
Sears, Roebuck and Co. 


JAMES R. LEAVELL 


Banker 


WILLIAM H. MITCHELL 
Partner, Mitchell, Hutchins & Co. 


ROBERT H. MORSE, JR. 
President, Fairbanks, Morse & Co. 


PETER V. MOULDER 
Executive Vice President 
International Harvester Company 


A. W. PEAKE 
President, Standard Oil 
Company (Indiana ) 


H. A. SCANDRETT 
Railroad Executive, retired 


FRANK F. TAYLOR 
Vice President 


HERMAN WALDECK 
Executive Vice President 


CHARLES D. WIMAN 
President, Deere & Company 
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Statement of Condition 


JUNE 30, 1953 


RESOURCES 
Cash and Due from Banks........ ccccceeS 796,652,315.37 
United States Government Obligations... 997,429,648.60 
Other Bonds and Securities........ eoeeee 150,343,474.51 
Loans and Discounts.........cccccces -»- 655,714,303.36 
Stock in Federal Reserve Bank...... pba 5,250,000.00 
Customers’ Liability on Acceptances..... 893,252.79 
Income Accrued but Not Collected...... 6,728,798.38 
pe ener 8,550,000.00 
$2,621,561,793.01 
LIABILITIES 
CR iin cscs sesateaiiieue oc cccccec c$27389,088,722073 
AOCAGMAIEE soo ccc ceicivrnewesndiss eiaiws 893,252.79 
Reserve for Taxes, Interest, and Expenses. 9,018,974.33 
Reserve for Contingencies...........6. “i 18,106,304.19 
Income Collected but Not Earned........ _1,304,526.16 
Capital Stock (2,250,000 shares. Par value $3344) see eee 75,000,000.00 
ee enepesdeusesceneeounie * See 
ee a ere rr 27,550,012.81 


- $2,621,561,793.01 


United States Government obligations carried at $274,787,541.49 


are pledged to secure public and trust deposits and 
purposes as required or permitted by law 


LA SALLE, JACKSON, CLARK AND QUINCY STREETS 
LOCK BOX H, CHICAGO 90, ILLINOIS 


Member Federal Deposit Insurance Corporation 


for other 


499 





“PROFESSIONAL INVESTORS DIGEST 


. Trade Winds ... Memos... Portfolio Studies ... Funds Index . . 





Sidelights . . 




















= ——S=—=== 


\ \WVESTMENT 


million tons of new rails, paid for the 
installation of modernized signaling and 
communications systems, and the con- 
struction of classification yards where, 


. Reports 


utilized for dividends. There is, of 
course, a wide variation between rail- 
roads in the percentage of net earnings 
which directors are willing to vote in 










not 

char 
adj u 
selec 





instead of assembling and dispatching dividends. A few roads, so rich and tin 
1,000 freight cars a day, a road is able powerful and low in bonded debt and - 
to handle five times that amount. Some equipment obligations, can without vio- rs 
of these classification yards will pay for lence to their balance sheet. pay out re 
themselves in three years. 65% or more of net earnings but such “i 
The following table shows recent earn- — are the exception and not the man 
ings of eleven roads selected at random ey less 
whcih cover Atlantic seaboard, southern Certain railroad areas in the United cycle 
and transcontinental operations: States have prospered extraordinarily man 
in the postwar period. This is notably colle 
, Five Months true of most of the southern roads min: 
Ram Earnincs Looxine Up to May 31 which are the direct beneficiaries of the ture 
A considerable contingent of market 1953 1952 remarkable industrial expansion which ‘ 
énsbyste is willing to go to bat for the Atchison _.$ 5.85 $4.48 has taken place in their territories. These 
idea that the railroads, so far as 1953 Atlantic Coast Line 7.01 9.74 developments have found reflection - on 
is concerned, are the most likely part Baltimore & Ohio _. 3.76 3.41 the rail list’s action even during the 7 Pi 
of the market. Their arguments all lead Chesapeake & Ohio __ 2.18 2.19 market's unsettled moments. 4 r 
back to the central theme that earnings an Rock Island 6.37 4.02 rnc een - . 
have been running at a very satisfactory (1 0!s Central 6.88 4.86 lon 
rate for the first six months, and are Kansas City Southern 4.18 3.61 Fartacy or Cyciicat APPROACH ic ; 
unlikely to suffer any radical dimuni- New York Central 1.98 0.13 T hj ;, = 
+ so aaa emf Dita tite Bien 10.33 9.89 _ Too muc investment literature and be 
"Couthers Railway 252 2.35 investor thought is devoted to a cyclical F ofp 
The Federal Reserve Board recently [Union Pacific 5.11 4.43 approach toward common stocks. The self 
put out its preliminary June index figure ais iintin te Heidi theory is good but usually impossible bilit 
at 241. The doctrine of a recession in to put into profitable practice. The ex- ag 
business, the collapse of the boom and There is a great deal of truth in the istence of a bull or bear market never ove! 
poorer general business conditions in remark of the president of one of our can be established beyond reasonable The 
the third and fourth quarters this year, important railroad systems the other doubt until the trend is far progressed. stoc 
has been preached from the housetops. day to the effect that the railroads are Few people ever buy near the bottom pric 
So far, we haven’t discovered anyone not soon likely to bump into a source or sell near the top; and the vast major- | us 
who has ventured to place the Federal of operating economy comparable to ity who try to do it attain poorer net j ates 
Reserve index at the end of this year the Diesel locomotive. His argument, of results than those realized by not trying (7, 
lower than 225. Most estimates run course, was founded on the conception too hard. | ta 
higher, somewhat over 230. There isn’t that from now on railroads must con- The most succesfel investors in I the 
anything particularly disastrous in a _ trol expenses and reduce their transpor- common stocks of institutional and trus- | as; 
230 index rate. As a matter of fact, tation ratios through small economies jee calibre regard themselves as col- tile 
the best after-tax corporation earnings in different directions. Such opportuni-  |ectors rather than as traders. Thev dus 
since the war were in 1950 at $21.2 ties exist and some of the earnings im-  yecognize that they always will own the 
billion. The estimate for 1953 is be- provement is based largely on multiple ome equities, even when they may wish dec 
tween $19 and $20 billion. which would economies from a wide category of op- they didn’t. They hope that they maj a off 
be an actual improvement over the erating efficiencies. own fewer and more defensive shares he 
1952 rate. ie in 1950 “en ap pa Because the. railroads, generally in bear markets than in bull markets; 1 kn 
rs deny Came ae rage Pk goat speaking, are not presently in a posi- = pied asa Sen + agarose ) - 
200. It is only necessary to mention "0P '° ery ra ae Set wee ae 8 mistakes both in pag tim- sh 
this figure to realize that there is little cRerings of — som, waar Teave te ing: but the gett ect to avoid fatal mis- | me 
to worry about in a 225-230 rate by we galley mance a Ie d 4 i alanc 
\ . Y only on depreciation and depletion takes, and to make successes outbalance } abl 
eee ee s5C8. charges to income, but on the utilization failures by a wide margin. los 
Since the end of World War II, rail- of a very considerable segment of profits The old concept of common stocks as : ra 
roads of the United States have spent available for dividends. There is no hard trading vehicles falls down on many { he 
for property improvements and addi- and fast rule about it, but if one were points. In the first place, with owner- ‘a 
tions an aggregate of at least $8 billion. to generalize it would seem prudent to ship turnover now at the rate of about i pr 
This outlay has accomplished some strik- conclude that they need to set aside at once in seven or eight years against : ab 
ing results. It has put into service no least half of their earnings for reserves once a year 25 years ago and two or 4 
less than 18,000 Diesel locomotives and and capital expenditures. The other half three times a year 50 years ago, it is > sh 
500,000 new freight cars. It has laid 12 physically impossible for more than a a ex 
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could, other factors being equal, be 
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“few investors to get in and out of stocks 


at will; the market simply is not big 
mough. Second, while the economy may 
not have lost as many of its cyclical 
characteristics as some of us hope, its 
adjustments recently have been more 
lective and more localized. Not every- 
ihing goes up or down at the same time. 
Third, and perhaps most important of 
ill, today’s equities simply are better 
ihan yesterday’s. They represent bigger 
ad better companies, companies often 
kss encumbered with debt and better 
managed. Real values tend to fluctuate 
less from the top to the bottom of the 
yele. Fourth, the elimination of grosser 
manipulative practices, and most of the 
collateral loan element in price deter- 
mination, has changed the basic struc- 
ture of demand and supply. 


If a man owns a farm, store, apart- 


' ment house, office building or a small 
_ manufacturing business. he 
| thinks what he holds is worth more to- 
| day or less tomorrow, but regards it 


seldom 


in terms of earning power, growth and 


» longer range value. If he owns shares in 
' General Motors or General Electric, less 
| risky and more substantial than the type 
| of property just mentioned, he sees him- 
_ xlf richer or poorer. The very marketa- 


bility of a publicly owned stock, while 
a great asset, tends to make the owner 
oerstress price and understress value. 
The only way to live with common 
socks, therefore, is to recognize that 
price is, to a considerable extent, caprici- 
ous and misleading, while value fluctu- 
ates much less. 


According to most Dow Theorists, a 
bear market now is in progress. Before 
the “theory” gave what was regarded 
as a clear “signal,” however, many tex- 
tile issues were down 50%, most wonder 
drug stocks were off 40% or so from 
their peaks, some good chemicals had 
declined 25%, and the best oils were 
off 15% or more. If a holder sells now, 
he is far below the top. How does he 
know he will get the bottom on repur- 
chase? If he waits for a Dow “signal” 
for a bull market, stocks easily may be 
almost as high as they are now. In the 
meantime, he will have paid (presum- 
ably) a capital gains tax on his profit, 
lost dividends, and paid brokerage com- 
missions out and back in. How much 
he will make is problematical. The profit 
Potential may not prove worthwhile in 
Practice even though it may be consid- 
able in theory. 


Common stock investments always 


| should be held subject to periodic re- 


‘amination, but the old idea that 
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equities are intended primarily to be 
bought and sold rather than held as 
semi-permanent commitments can get 
the conservative person into a lot of 
unnecessary financial and emotional 
anguish. 

L. O. Hooper, 

W. E. Hutton & Co. 


Money MARKET FLEXIBILITY 


Action of short, intermediate and 
long-term governments as well as corpo- 
rate and municipal securities for most 
of the first five months of this year 
gave the impression that money market 
flexibility worked only one way — to 





reduce bond prices and increase yields 
with but minor interruptions to the 
downtrend. In a period of less than sea- 
sonal declines in bank loans, high busi- 
ness activity and expanding consumer 
loans, it could be expected that tradi- 
tional open market policy seeking to 
exercise restraint would have these 
effects. A return to money market flexi- 
bility meant that when demand for 
credit was expanding at a rapid pace 
reserves would be made available spar- 
ingly with a commensurate rise in inter- 
est rates designed to discourage further 
expansion of credit. 


There have been many times since 





MUTUAL FUNDS 


Fovestors MUTUAL, INC. 
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Cphrvestors STOCK FUND, INC. 
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FACE AMOUNT CERTIFICATE COMPANY 
Sevestors SYNDICATE of AMERICA, INC. 


A face amount certificate c 
certificates of 6, 10, 15 and 20 ye 


ompany issuing installment 


ar maturities and 


single payment face amount certificates. 
ee 


This is not an offer to sell 


to the registration and prospec ; : 
ation about the issuer, t 
seats offering is contained in the prospectus 


Securities Act. 
the circumstances 0 


= ‘oct 
these securities. They are subjec 
tus requirements of the Federal 


he securities and 


which must be given to the buyer. 


Copies of the prospectus 
stock or certificates of the a 
from the national distrib 


J Investors Mutual, Inc. 


(J Investors Selective Fund, Inc. 
[_] Investors Stock Fund, Inc. 


; tal 
relating to the shares of capi 
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utor and investment manager: 


/ J nviza, Spe 


279 Roanoke Building * Minneapolis 2, Minnesota 
Please send me the prospectus relating to the company I have checked: 


NAME... 
ADDRESS........ 


(] Investors Syndicate of America,Inc. CITY 











the Accord of March 1951 that the ques- 
tion has been raised as to how far Fed- 
eral Reserve restrictive policy would go. 
The process of evolution was from one 
of passive or neutral policy to one of 
restraint. In previous comments in this 
column it had been indicated that the 
business pattern, bank loans, Treasury 
needs and the state of the capital market 
were the factors to be watched carefully 
for a clue to the bond market, and that 
a continued imbalance between supply 
and demand in the capital market could 
be expected to continue unsettlement in 
bond prices. It was also indicated that 
with a continuation of business activity 
at a high level, conditions in the money 
market would tighten in the face of no 
change in Federal Reserve policy with 
respect to the creation of reserves. In 
commenting on the unsettlement in the 
bond market in the May issue, it was 
indicated that “a factor which could 
have a profound influence on the mar- 
ket, particularly in view of its thinness, 
would be a retreat by the Federal Re- 
serve authorities from the position out- 
lined in Chairman Martin’s address to 
the Economic Club in Detroit.” Further, 
“if the Federal should decide to assist 
the Treasury in its refunding and new 
money operations through operations of 
the Open Market Committee or a reduc- 





tion in reserve requirements in New 
York and Chicago, which would aid 
the short term market, the bond market 
would derive some benefit although im- 
mediately it would probably only serve 
to furnish some stability.” 


With the advent of even tighter money 
market conditions in May, the Federal 
extended aid to the market in the pur- 
chase of bills from dealers on repur- 
chase agreements and. as the month pro- 
gressed, through outright purchases in 
the market. In the light of this interven- 
tion uncertainty continued to prevail 
as to whether the Federal Reserve had 
departed from its basic policy of re- 
straint. When Treasury bills showed 
yields on the bid side in excess of 214%, 
the Federal stepped-up its purchases, 
although it had refrained from directly 
supporting the June refunding opera- 
tions of the Treasury. The bill purchases 
resulted in lowering the yield on Treas- 
ury bills and on other short-term securi- 
ties, and in improving prices for short, 
intermediate and longer term govern- 
ment issues. 


It became evident as the June tax date 
approached that the Treasury would 
have to rely heavily on temporary bor- 
rowing at the Federal Reesrve Banks to 
cover cash disbursements. The Treasury 


Trust Companies and other Financial Institutions 


on CANADIAN OIL COMPANIES 


“Financial Statistics available upon request” 


Inquiries Invited from... 


L. G. BEAUBIEN ¢ C2: 
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Paris 


Montreal 


Brussels 


Quebec - Ottawa - Trois Riviéres - St. Hyacinthe - Shawinigan Falls 
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did just this and in addition withdrew 
nearly all of its deposit balances at the 
Federal Reserve Banks thereby putting 
funds in the market. The Federal Re- 
serve provided additional funds by fur- 
ther stepping up its purchases of Treas. 
ury bills and as a result the market was 
greatly eased. The action of the Federal 
indicated its awareness of how tight the 
money market had been and of the im- 
plication to the market of the Treasury’s 
$8 to $12 billion cash needs in the last 
half of the year. Further indication of 
a change in Reserve policy came with 
the announcement on June 24 of a 
lowering of member bank reserve re- 
quirements, Effective July 1, the reserve 
requirements against net demand de- 
posits for country banks underwent a 
reduction from 14% to 13% and effec- 
tive July 9 the requirements for central 
reserve city banks in New York and 
Chicago and for reserve city banks were 
reduced from 24% to 22% and from 
20% to 19% respectively. The an- 
nouncement accompanying the reserve 
requirement reduction said: “This step 
was taken in pursuance of Federal Re- 
serve policy, designed to meet the essen- 
tial needs of the economy and to help 
maintain stability of the dollar. The re- 
duction releasing an estimated $1,156,- 
000,000 of reserves was made in antici- 
pation of the exceptionally heavy de- 
mand on bank reserves which will de- 
velop in the near future when seasonal 
requirements of the economy will ex- 
pand and Treasury financing in large 
volume is inescapable. The action is in- 
tended to provide assurance that these 
needs will be met without undue strain 
on the economy and is in conformity 
with System policy of contributing to 
the objectives of sustaining economic 
equilibrium at high yields of production 
and employment.” 


On the basis of a five fold multiple 
expansion ratio the release of approxi- 
mately $1.2 billion of reserves would 
make available about $6 billion for loans 
and investments by member banks. 
There is no question that the reduction 
in required reserves will make for a 
considerably easier position and should 
redound to the benefit of the Treasury 
with respect to rates on its offerings. 
It must be considered, however, that the 
new issue of 214% Treasury Tax Anti- 
cipation Certificates will absorb a large 
portion and that other factors will like- 
wise work to use some of the newly 
freed reserves. Aside from current 
Treasury financing, the seasonal needs 
of business must be accommodated and 
the Treasury will undoubtedly have to 
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borrow new money again in the fall. 
These developments will maintain pres- 
sure on bank reserve positions and one 
can anticipate that the current low yields 
on Treasury bills may advance as Treas- 
ury financing, the seasonal increase in 
bank loans, and other factors absorb 
reserves. The statement of policy issued 
in connection with the decrease in re- 
serve requirements appears to give some 
assurance that the Reserve authorities 
will expand credit (probably through 
open market operations) as the needs 
of the Treasury and business demands 
increase in keeping with a growing econ- 
omy. The statement of policy, however, 
should not be taken to assure the crea- 
tion of reserves with a lavish hand. 


The outlook for considerably tighter 
money in view of Treasury cash finan- 
cing and seasonal expansion of loans 
has been modified by the decrease in 
reserve requirements. The latter move 
has had a considerable effect upon mar- 
ket psychology, and the corporate, muni- 
cipal and government markets have 
benefited. While money market condi- 
tions over the coming months can be 
expected to be tight, one should be able 
to discount the possibility of any drastic 
credit stringency in line with the Fed- 
eral Reesrve Board’s statement that “the 
action is intended to provided assurance 
that these needs (seasonal requirements 
of the economy and Treasury financing) 
will be met without undue strain on the 
economy and is in conformity with Sys- 
tem policy of contributing to the objec- 
tives of sustaining economic equilibrium 
at high levels of production and em- 


£ 
Keystone 


Custodian 
Funds 


ployment.” Many feel that the action in 
May and June represents a departure 
from the Federal Reserve’s basic policy 
of restraint, but perhaps more correctly 
it should be looked upon as one of the 
ingredients of flexible money market 
policy. It is true, of course, that heavy 
deficit financing by the Treasury forces 
some modification of policy without 
which a degree of money market string- 
ency would occur which could have 
serious effects. 


SYNTHETIC Fisers — A CHANGING 
CONCEPT 


One of the most significant trends 
within the textile industry in recent 
years has been the rapid development 
of the new synthetic fibers. Production 
has increased nearly 100° within the 
past two years, and if capacity had been 
sufficient to meet all demands, this in- 
crease would have been considerably 
greater. Thus, whereas viscose rayon 
and acetate supplanted wool as the sec- 
ond leading domestic fiber within two 
decades after reaching commercial pro- 
duction, the future growth of the newer 
type synthetics promises to be even more 
spectacular, with current trends indica- 
ting combined domestic consumption 
exceeding that of wool within the next 
four to six years. Allowing for greater 
yardage yield per pound of yarn, the 
new synthetics already have surpassed 


the older fiber. 


When the new chemical polymer fibers 
began to progress beyond the pilot stage 
not so many years ago. an early demise 
was predicted for cotton and wool par- 
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ticularly. A situation similar to that 
of the late twenties and early thirties 
was expected to develop when acetate 
and viscose rayon, and later nylon, cap- 
tured almost completely the domestic 
silk market. Although the acrylic fibers 
such as Orlon, Acrilan, Dynel, X-51 and 
M-24 may be expected to affect the 
normal consumption trends of wool, 
there is no evidence at the present time 
that the new synthetics will capture large 
segments of the cotton and rayon — 
acetate markets. In all probability the 
chemical polymer fibers will find their 
greatest application in blends, a con- 
cept which finds considerable statistical 
support from the fabric trends of the 
past two years. 


It is apparent that the evolution in 
textile techniques has only begun and 
that the new synthetics will have many 
ramifications, some already clear, others 
only prospective. However, it appears 
reasonable to predict that the new fibers 
will act as a boon to the continued 
growth of the entire textile industry. 
If so, the current discussion of compe- 
tition between fibers would appear to 
be somewhat academic investment-wise. 
Today’s cotton or woolen mill in all 
likelihood will be tomorrow’s textile 
mill, combining the best properties of 
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Diversify by investing a portion of your 
funds here—‘‘where thousands save mil- 
lions’’—and, through sound management, 
safely earn more. 
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The Directors of Daystrom, Incorporated 
on June 29, 1953, declared a regular 
quarterly dividend of 25 cents per share, 
payable August 15, 1953, to holders of 
record July 27, 1953. 


* Operating Units x 


AMERICAN TYPE FOUNDERS 
DAYSTROM ELECTRIC CORP. 
DAYSTROM FURNITURE DIVISION 
DAYSTROM INSTRUMENT DIVISION 


AMERICAN VISCOSE 
CORPORATION 


Dividend Notice 


Directors of the American Vis- 
cose Corporation at their regular 
meeting on July 1, 1953, de- 
clared dividends of one dollar 
and twenty-five cents ($1.25) per 
share on the five percent (5%) 
cumulative preferred stock and 
fifty cents (50¢) per share on the 
common stock, both payable on 
August 1, 1953, to shareholders of 
record at the close of business on 
July 15, 1953. 


WILLIAM H. BROWN 
Secretary 
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Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 174 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 25 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 21 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 





















50 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

28 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able July 31, 1953, to stock- 
holders of record July 5, 1953. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31, 1953. 


P.C. HALE, Treasurer 
June 26, 1953 









Ait tia tat titi tata titi titi tia tin Ri ti tie ti te te te i te tt a in ee ee 

















LEO OOOO BBB BBO HBSS SBF FBS BSF HBSS BOSS BSH B88 OOO88*Dt 


(nee ee **22208- 


both natural and synthetic fibers to in- 
crease the range of style and market 
appeal of its products. Thus, the most 
logical approach to textile security ana- 
lysis will continue to be the determina- 
tion of management ability to sell the 
products of its looms and adapt itself 
to scientific and technical progress. 


R. M. Gary, 
EsTABROOK & Co. 


SHAKEDOWN 


After three-and-one-half years of a 
major bull movement in common stocks, 
the American economy has entered what 
appears to be a period of important 
transitions in both domestic and inter- 
national affairs. The effects so far on 
the bond and commodity markeis have 
been substantial. By comparison, the 
decline of 10% in common stocks dur- 
ing the past six months seems mild. It 
is to be doubted that the stock averages 
have ceased falling and a total decline 
of 20% does not seem to be excessive 
as a minimum expectation. 


Just when industrial capacity had 
been expanded to accommodate both 
defense and civilian requirements, the 
Administration’s program of disinfla- 
tion and a return to free markets 
brought the economy into what might 
be called a shakedown phase. While tex- 
tiles and ethical drugs have gone 
through a recession and television set 
manufacturing and household appli- 
ances are in the midst of one, other 
heavy goods industries remain at peak 
levels and logically seem headed for a 
decline. The most conspicious example 
is the automobile industry, which ob- 
stinately has been producing at a furi- 
ous rate. Though they have fallen, there 
appears to be more risk in holding 
heavy industrials such as automobiles, 
vont More oils and rails, than in hold- 
ing stocks which either did not partici- 
pate in the boom or which have already 
passed through a long period of decline 
such as the retail trade, the textiles and 
the distillers. 


After years of superficial controls on 
its symptoms, we now have in Federal 
Reserve policy an effective attack on 
the true causes of inflation but inflation 
cannot be curbed without injury to 
important segments of the economy. 
Bill-buying and reduction in reserve 
requirements have led to belief that the 
System has retreated from its recent 
policy and that money rates would ease. 
The System’s primary concern, of 
course, is with the quantity of credit 
outstanding and not with its cost. Dur- 
ing the past few years, when credit ex- 





pansion was in the hands primarily of 
the commercial banks rather than with 
the Fed., the growth of the money sup: 
ply outstripped the growth of the econ. 
omy. In permitting the recent expan- 
sion of credit, the System simply moved 
to meet seasonal demands and the heavy 
requirements of the Treasury and not 
to reverse its policy of limiting the 
money supply to the-growth of the econ- 
omy. In view of the heavy demands for 
funds expected over the next several 
months, the Fed’s recent actions should 
(Continued on ‘pase aed 





PACIFIC Gas AND ) ELECTRIC Co. 


DIVIDEND NOTICE 


Common Stock Dividend No. 150 


The Board of Directors on June 10, 
1953, declared a cash dividend for the 
second quarter of the year of 50 cents 
per share upon the Company's common 
capital stock. This dividend will be paid 
by check on July 15, 1953, to common 


stockholders of record at the close of 
business on June 22, 1953. The Trans 
fer Books will not be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 22 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
Two and One-Half Cents (6212¢) 
per share on the capital stock of 
the Company, payable on Au- 
gust 15, 1953 to stockholders of 
record at the close of business | 


July 15, 1953. 


R. E. PALMER, Secretary 
June 18, 1953 








Fil " HUOUUUNUUUUOUONUOU EE ED ECT EA AEN AAST 








eal 





EMM 


YALE & TOWNE: 


DECLARES | 










50¢ PER SHARE 


On June 25, 1953, 
dividend No. 261 of 
fifty cents (50¢) per 
share was declared 
by the Board of Di- 
rectors out of past 
earnings, payable on 
Oct. |, 1953, to stock- 
holders of record at 
the close of business 


Sept. 10, 1953. 
F. DUNNING 


Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 
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Dealers 
in M unicipal 
Bonds 











The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 
) OF THE CITY OF NEW YORK 

Member Federal Deposit Insurance Corporation 

| 





res @ Jury 1953 _ 













Dy) 


soc WSTTU TIONAL ONMES Tien 


DHH Hy) 


| 


Savincs Bank Funp Equity 
PORTFOLIO 


Institutional Investors Mutual Fund, 
Inc., organized by The Savings Bank 
Association of the State of New York, 
has just made its first: report to the Se- 
curities & Exchange Commission cover- 
ing its initial investment of approxi- 
mately $3.5 million in common stocks 
as of June 30, 1953. Some 60 New York 
State banks, out of a total of 130, have 
subscribed to shares in I.I.M.F. Inc. to 
date. Many participating savings banks 
are following a regular purchase plan 
to obtain the benefits of dollar-cost 
averaging. 

The current investment policy is de- 
fensive and avoids commitments in the 
durable goods field. The largest single 
investment is 18.52% in Utilities; with 
14.23% in Oils; 10.96% in Food; 
10.08% in Retail Trade; 9.63% in To- 
bacco; 8.65% in Chemicals and 6.90% 
in Containers. Current return on book 
value ranges from 3.93% on the Chem- 
icals to 6.85% on the finance companies, 
with an overall average of 4.75%. The 
Fund is administered by the Savings 
Banks Trust Company, contractual in- 
vestment adviser, which has a staff of 
five analysts which works closely with 
the investment research departments of 
two large New York trust companies. 


The savings banks now have a means 
of acquiring stocks on a dollar-averag- 
ing basis or whenever they feel equities 
should be purchased. Equities are not 
expected by its organizers to become 
more than a marginal factor in savings 
bank investment but are nonetheless 
attractive for income and _ long-term 
capital appreciation. 


Economy of operation in this fund 
through commingling of amounts avail- 
able for equity inves'ment provides 
analysis and supervis‘on otherwise im- 
possible for the ave~av> savings bank. 
Alfred C. Middlebrook. director and 
executive vice president of I.I.M.F., 
states: 


“From a practical standpoint, the 
smaller savings banks are not in a 
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position to provide an analytical and 
supervisory effort comparable with 
that available through the Fund. Fur- 
thermore, I question seriously that 
even larger banks would find a com- 
parable program in connection with 
an aggregate investment representing 
no more than a small percentage of 
total assets within the range of finan- 
cial practicability.” 


In his new book, “Equity Investment 
By Mutual Savings Banks,” August 
Ihlefeld, president, Savings Banks Trust 
Company, comments as follows: 


Equities in savings bank investment 
are solely for securing a higher rate 
of return. This will aid continued 
growth in surplus accounts while 
maintaining a stable dividend rate for 
deposits; it will help to cope with the 
gradual rise in operating expenses and 
an accelerated gain in deposits; the 
tax advantages offered by equities 
will be desirable to savings banks 
whose undistributed earnings are sub- 
ject to Federal income taxation. 


“Greater risk attaches to equities 
than to other types of savings bank 
investments. The dangers can be mini- 
mized through techniques of timing 
and selection evolved by professional 
investment managers over the years, 
as well as through systematic setting 
up of reserves to provide a cushion 
for possible future losses or market 
depreciation.” 


Investments in Institutional Investors 
Mutual Fund, Inc. 











Book 
SHARES Group VALUE 
CHEMICAL 
1,600 Dow Chemical $59,756 
OS eee 86,808 
700 Hercules Powder 47,604 
700 Texas Gulf Sulphur __ 66,521 
1,200 Union Carbide 80,504 
(8.65%) * $341,195 
CONTAINERS 
3,700 American Can $136,283 
2,500 Continental Can 127,639 
(6.90%) $263,923 
FINANCE 
3,600 C.L.T. Financial $97,895 
2.800 Commercial Credit ___.. 94,712 
(4.93%) $192,608 


*Parenthetical figures indicate per cent of total. 





FOOD 


1,800 American Chicle 
1,600 Borden 
1,100 Corn Products —— 
1,600 General Foods —. = 
1,400 National Dairy 


(10.96%) 
METALS 
2,600 Climax Molybdenum _. 


(2.68%) 
PETROLEUM 


1,700 Continental Oil 
1,500 Ohio Oil 
1,400 Phillips Petroleum 
1,100 Shell Oil 
1,200 Standard Oil, Calif. 
1,300 United Carbon 
2,000 Union Oil 
(14.23%) 
RETAIL TRADE 


1,200 First National Stores __ 
2,200 Food Fair Stores 
1,800 H. L. Green Co. 
1,600 Jewel Tea —....-_.__ 

700 Montgomery Ward __. 
1,100 G. C. Murphy 

$00. J. C. Fenney —____. 





(10.08%) 
RUBBER 
1,100 Goodrich 





(1.94%) 
TOBACCO 


1,700 American Tobacco 
1,500 Liggett & Myers 
2,700 R. J. Reynolds “B” ___ 


(9.63%) 
UTILITIES 


2,100 American Gas & Elec. _. 
1.200 Carolina Power & Lt. _ 
3,200 Cincinnati Gas 
1,500 Commonwealth Edison — 
2,000 Consolidated Gas of Balt. 
2,400 Gulf States Utilities __. 
1,300 Idaho Power —.... 
2,200 Virginia Electric __.. 
2,100 Wisconsin Electric 
1,600 Consolidated Edison 
2,000 Kansas City Power & Lt. 
2,300 Oklahoma Gas & Elec. — 
1,800 Philadelphia Elec. 


(18.52%) 
MISCELLANEOUS 


1,500 Gen. American Transport 


(2.67%) 
81,700 Total Common Stock _. 


(91.19%) 
$200.000 U. S. Treasury Bills, 

due 8/ 6/1953 
100,000 due 8/20/1953 


(7.89%) 
Cash 
Prepaid Expense —_ 
Other Assets 


(.92%) 
ee... 


$85,990 
88,691 
79,152 
87,365 
83,346 


$424,547 


$104,791 


$94,536 
79,844 
80,603 
73,471 
65,176 
70,382 
80,361 


$544,377 





$51,438 
53,861 
63,381 
59,367 
43,375 
51,687 
63,522 


$386,634 


$73,459 


$124,828 
117,219 
127,178 


$369,226 


$64,118 
46,839 
61,671 
51,957 
52,384 
54,817 
57,482 
59,658 
56.741 
62,218 
58,329 
59,501 
56,409 





$738,131 


$104,682 





$3,543,573 


———————- 


$200,000 
100,000 


$16,481 
14,165 
3,534 
$34,183 
$3,877,756 
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SrocK MARKET AT THE CROSSROADS 


The stock market is now in early 
July in one of the dead calms which 
frequently follow a setback of more than 
10% in the Dow-Jones Industrial aver- 
ages. Important institutional buying is 
absent. Pension and profit-sharing funds 
appear to prefer corporate bonds yield- 
ing 4% or more, rather than equities. 
Some technicians make quite a strong 
case for a late Summer rally, perhaps 
around the middle of August, while a 
growing body of dissenters believes 
that the ground lost since the early-year 
tops will not be regained until a lower 
base has been established. 


There is still a substantial reservoir 
of individual savings which might be 
drawn into a rapidly-moving speculative 
market. Other prolonged bull markets 
have witnessed fast action in their later 
phases when the speculatively-minded 
buy quotations instead of securities. 
Today, however, we have both the Stock 
Exchange and the S.E.C. keeping close 
watch on would-be manipulators. 


CONSUMER CREDIT SOARS 


Soaring consumer credit during May, 
when installment buyers plunged an- 
other $544 million deeper into debt to a 
$26.7 billion total, does not seem to be 
alarming either commercial or savings 
bankers. The National City Bank of 
New York in its July Letter points out 
that it does not share the general con- 
cern because: consumer debt is widely 
distributed, few individuals or families 
are at any time in debt for more than 
$500 or 10% of income, monthly pay- 
ments constantly work the totals down, 
and such debt has been incurred mainly 
as a means of acquiring desirable assets. 
The New York Savings Banks also offer 
concrete evidence of their belief in the 
soundness of this form of credit, with 
4.93% of their total common stock fund 
holdings invested in the leading finance 
companies — C.I.T. Financial Corp. 
and Commercial Credit Company. 


Treasury Procram Marks TIME 


Government offering of $5.5 billion 
of 244% 8 month tax anticipation certi- 
ficates following the announcement that 
the deficit for fiscal 1953 had climbed 
to $9.4 billion is conclusive evidence 
that, as Deputy Secretary Burgess put 
it, “the market is not ready for a long- 
lerm issue.” This is the highest interest 
tate paid by the Treasury on short-term 
borrowings since early 1933. The 314% 
‘trial balloon” in long-terms did not 
indicate a complete lack of investor in- 
lerest but the reception left much to be 


Juty 1953 


desired. Mr. Burgess took the occasion 
to deny that the Treasury had a “hard 
money” policy, pointing out that its two 
main objectives were to lengthen the 
maturity of the public debt and to carry 
on borrowing operations at competitive 
rates rather than at artificial rates cre- 
ated by Federal Reserve support of the 
market. Apparently the Treasury intends 
to wait until there is less competition 
in the money market which bankers feel 
may be late 1953 or early 1954. By 
that time there should be some indica- 
tion of price stabilization and the Treas- 
ury could then take a big bite out of 


the supply side of the money market, 
but not large enough to curtail business 
demands. 


LirE INSURANCE LOANS TIGHTER 


While the life companies have an esti- 
mated $5.2 billion for investment in 
1953, certain corporate borrowers who 
could have obtained insurance funds a 
year ago with little difficulty are either 
meeting rejections or are being asked to 
scale down their requests. Leanable 
funds are not in short supply in all 
instances but are notably scarce in some 
quarters, the head of one of the Big 


GOVERNMENT 


MUNICIPAL 


¢ RAILROAD 


PUBLIC UTILITY & INDUSTRIAL BONDS 


EQUIPMENT TRUST CERTIFICATES 


INVESTMENT STOCKS 


Knowledge, Experience, 


Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 


PHILADELPHIA 
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Five investment departments having re- 
cently jokingly remarked “We haven’t 
enough to bet on the third at Belmont.” 
A major reason lies in the decline in 
bond prices, particularly in Govern- 
ments. Many life companies cannot 
afford to sell at the present market but 
plan to hold to maturity, even if this 
cramps their ability to satisfy industrial 
borrowers. 


From 1946 to early 1951, the life 
insurance companies met much of the 
corporation demand by selling Govern- 
ments, Since the Federal Reserve with- 
drew market support in March, 1951, 
life companies have been hampered 
more than any other class of institu- 
tional investor, as their holdings were 
concentrated in longer term bonds as 
compared with commercial bank port- 
folios. 


CAPITAL SupPLY EstTIMATEs RISING 


Estimates of the supply of and de- 
mand for capital published shortly after 
the turn of the year have not been re- 
vised as much as one might expect in 
face of the precipitious rise in interest 
rates. As forecast by the Bankers Trust 
Company, the life companies and mu- 
tual savings banks have become buyers 
of long-term Government securities. The 


Founded 1784 


Member Federal Deposit Insurance Corporation 





principal change in 1953 estimates is 
in the holdings of Governments by the 
banking system which, it is now pre- 
dicted, will advance by more than $2 
billion instead of the $1.1 billion fore- 
cast. Bank holdings of State and local 
government securities will be somewhat 
larger than previously estimated. These 
revisions increase total investment hold- 
ings of commercial and Federal Reserve 
banks from $2.9 billion to over $4 
billion. 


The monetary authorities have twice 
surprised the banks this year; first, the 
Treasury offered a long-term market- 
able bond early in 1953 rather than 
late, and second, the Federal Reserve 
eased the money situation by reducing 
reserve requirements rather than by 
open market operations. 


A A A 


Memos 
(Continued from page 504) 


have the effect of preventing interest 
rates from rising too much higher and 
not of lowering them. 


In international affairs, we are also 
in a period of transition. The cold war 
was unifying the non-Communist world 
and was resulting in formidable mili- 
tary preparation. The conflict between 
East and West has not changed or sub- 
sided, but the Russian method of deal- 
ing with it has. The result is that we 
are already taking the threat of military 
aggression less seriously and even 
though defense expenditures remain at 
a high level, market interest in defense 
securities is likely to diminish. Further, 
production in Japan and Germany has 
recovered to the point where their prod- 
ucts are competing with ours in world 
markets. This competition together with 
a likely reduction in military aid will 
narrow our export balance. 


The combination of international and 
domestic transitions makes it difficult to 


EATON & HOWARD 
BALANCED FUND 








regard the stock market decline of the 
past six months as a reaction, to be 
followed soon by new bull market highs, 
The forces which generated an 81% 
rise in the Dow-Jones Industrials seem 
spent. Before the next major bull move 
gets underway we must see first whether 
a general recession will result. Whether 
it does will depend, more than on any 
other single factor, upon the American 
consumer. His behavior over the com- 
ing months will be one of the most im- 
portant indices to watch. 


A. J. CORTESE, 
A. M. Kipper & Co. 


FAVORABLE PROSPECTS FOR BANK 
AND INSURANCE STOCKS 


One of the influences most vitally 
affecting bank stocks during the 1953 
first half occurred near the end of the 
period, when the Federal Reserve Board 
ordered a reduction in the reserve re- 
quirements of Central Reserve City 
Banks from 24% of demand deposits to 
227. The prospects for higher earnings 
generated thereby were promptly re- 
flected in a brisk rally in bank stock 
prices, 


Primary influences motivating the 
reduction in reserve requirements were, 
according to official statements, to facili- 
tate government deficit financing and 
to help the banking system meet the 
approaching seasonal demand for loans 
from business, industry and agriculture. 
A very large part of the freed reserve 
undoubtedly will be used by the princi- 
pal New York City banks to buy up 
to 41% times as many of the 214% tax- 
anticipation notes offered on July 6th. 
Some of these notes probably will be 
sold later, to provide funds for more 
remunerative business loans. 


For most of the last 20 years, until 
about two years ago, bank stocks had 
been adversely affected by the continu- 
ous pressure upon profits precipitated 


EATON & HOWARD 
STOCK FUND 


PROSPECTUSES OF THESE TWO INVESTMENT FUNDS MAY 
BE OBTAINED FROM YOUR INVESTMENT DEALER OR 


EATON & HOWARD 


INCORPORATED 
BOSTON 


24 Federal Street 
BOSTON 





333 Montgomery Street 
SAN FRANCISCO 
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DOW-JONES AVERAGES 


JULY1, JUNE1, JuLyl, 

1953 1953 1952 
80 Industrials 269.39 268.40 275.46 
20 Railroads 106.57 102.82 102.91 
15 Utilities 48.69 50.32 49.78 
65 Stocks 106.03 105.29 106.46 





by higher operating costs and unpre- 
cedented low selling prices on loans and 
investments. The average interest rate 
charged borrowers from New York City 
banks has increased from 2.74% in 
March, 1951 to 3.31% in March, 1953, 
however, and while short-term interest 
rates naturally will fluctuate as_ the 
forces of supply and demand (and the 
open market activities of the Federal 
Reserve) vary, maintenance of the pres- 
ent higher rates seems certain, with the 
likelihood that short-term interest rates 
probably will harden somewhat further. 
With operating costs stabilizing, the 
long-continued pressure against profits 
appears to have come to an end and 
bank stocks seem likely to attract in- 
creasing investment interest. 


Insurance stocks performed much as 
might have been expected, marketwise, 
during the 1953 first half. The stocks 
of companies writing casualty risks pri- 
marily were only one per cent lower on 
June 30th than the market prices of the 
first of the year, although the Standard 
& Poors Index of 90 stocks was down 
9%. Stocks of companies writing fire 
and allied lines primarily were down 
11144%, reflecting the effect of some 
rate reductions and the numerous disas- 
trous wind storms of recent weeks, which 
have inflicted losses of fairly substantial 
amount (although by no means catas- 
trophic) upon such companies. 


Figures reflecting operating results of 
leading casualty companies in the first 
six months of 1953 should be available 
in about a month and are expected to 
make an excellent showing. though it is 
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generally understood that underwriting 
experience in the second quarter of the 
year was somewhat less favorable than 
in the first quarter. In another three 
months such companies will commence 
to derive full benefit from the 1951 and 
1952 increases in premium rates on the 
automobile liability and property dam- 
age risks, and further improvement in 
earnings is expected as such rate in- 
creases become fully operative. 


The fire insurance rate reductions 
made thus far have not been of. serious 
proportions, neither do the wind storm 
losses incurred to .date seem likely to 
make any sizeable dent in the otherwise 
profitable experience of the current year. 
Prospects for 1953 as a whole seem 
highly favorable for the fire insurance 
companies as a group, and large earn- 
ings in relation to the present prices of 
the stocks seem likely to be realized in 
the absence of further unpredictable 
losses of disaster proportions. 


Both the fire and casualty insurance 
companies are distributing sub-normal 
proportions of investment income in 
dividends and further dividend increases 
and “extras” during the fourth quarter 
of this year seem likely. 


GEORGE GEYER, 
GEYER & Co., INc. 
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Analyzing Investments 


“The application of security analysis 
to the individual account’s needs and 
objectives is the most important func- 
tion of the investment division of a trust 
department,” according to J. Philip 
Smith, vice president, The Second Na- 
tional Bank of Boston. Speaking at the 
Panel on Trusts at the Massachusetts 
Bankers Association convention on 
June 11th, Mr. Smith contrasted, in the 
divergent requirements of a successful 
self-employed business man’s agency 
account aimed at accumulation over a 
moderate period with those of a widow’s 


8 So. Michigan Avenue 
Chicago 3, Illinois 


trust fund calling for maximum income 
because of lack of authority to invade 
principal. 

Mr. Smith outlined his bank’s invest- 
ment supervisory system, which consists 
of two committees. The senior trust com- 
mittee is composed of directors of the 
bank, three being officers, and their 
function is to set the over-all policy and 
determine the approved security lists 
from which the junior trust investment 
committee selects the commitments for 
individual accounts. The activities of 
the junior group are subject to periodic 
review of the senior group but they are 
free to take action within the lines de- 
fined by the trust committee. As the 
members of the junior group are all 
senior trust officers familiar with the 
individual customers and are trained 
investment men, they are in a position 
to apply the bank’s policy to best effect. 


The security analysis section prepares 
a brief synopsis of each security on the 
approved list, with a few exceptions such 
as Governments and municipals, and 
these are kept up to date quarterly for 
investment use, either in committee or 
with the customer. Mr. Smith stressed 
the aim of developing sound group judg- 
ment based upon proper interpretation 
of statistical data. 


The 
FIRST 
NATIONAL 
BANK 
of 


MEMPHIS 


Memphis, Tennessee 


~~ 


Established 1864 


~ 


NORFLEET TURNER, 
President 


TROY BEATTY JR., 
Vice Pres. & Trust Officer 


IRA C. DENTON, 
Trust Officer 
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This booklet is 
being offered to 


home 


builders 


Thi ‘ 

—_ a s helpful hints on safety 

== ard useful to everyone 

a y* “* occasion to build, re- 

pang ake repairs or improve- 

se Ae ese are a few typical sub- 
's which are fully discussed: 


@ PLAN YOUR GROUNDS 
@ PLAN YOUR ENTRANCES 


@ PLAN YOUR WORK AREAS 

rn PLAN YOUR TRAFFIC WAYS 

2 a prcrne OUTSIDE FIRES 
INST HEATING OR 


COOKING FIRES 
@ PLAN TO RETARD FIRES 


@ PLAN PROTECTION FROM WIND- 


STORMS 


Your Home Special 


Agent can 


aon you with copies of “How 
vild...” to suit your needs. ” 





A fire alarm could be planned for 
your house with little extra cost and 
great increase in safety, especially 
in homes with young children and 
elderly persons. Alarm 
ring on the main floor and in each 


second-floor bedroom. 
Fire extinguishers should be placed 


on each floor— installed between the 
probable source of flames and the 


basement, place 
In the kitchen, 


nearest exit. In the 
it near the stairs. 












near a door. On the second floor, 
in the hallway near the stairs. 
A soda-acid oF water-type extin- 
guisher will do for ordinary fires of 
wood, paper OF rubbish. A foam ex- 
tinguisher will also handle fires in 
flammable liquids—erease- oil, gase- 
line, kerosene and paint. A small 
extinguisher of the carbon-tetra- 
chloride type (same as in your car) 
js advisable for fighting electrical 
free, and is handy for fies in San 
mable liquids. 


aBout 





at LEAST 





PROVIDE proper constru 


feat 


PROVIDE proper installati 


furnac 


inst heating of cooking tires 


of fires arise fro 


or cooking facilities. 


of the property los 


such fires- 


yres such oS fireplaces 0” 


es and heating equipment. 


FIRE CONTROL 


A faucet threaded to take the garden 
hose is also helpful in fighting fires. 
Such threaded faucets should be 
installed in the basement or laundry 
and outdoors on either side of the 


house. 


A sprinkler installation might be 
made in the basement, where most 
fires start, with sprinkler heads over 


the furnace and the stairs leading 


up from basement. 











m the heating 


s is due to 


ction for all built-in 


d chimneys- 


on for all stoves, 
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K for the seal or label = 
Laboratories, Inc. whenever vee Sorptatd 


nto instoll, repair” 


poment of negligence or error. 
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Meet yow HOMEtown ) 7 Hil 


IT PAYS TO BRING = () 
YOUR INSURANCE MAN : 
INTO YOUR PLANS 


Your home is the center of happiness 
and security for your family. For something 
so precious, you want the best protection 
possible. That’s why it pays you 

to bring your Home Insurance man into 
your plans. He can help you every step 
of the way .. . can recommend construction 
features that will make your home 

a safer place in which to live. 

If you are planning to build or remodel, 
plan to have a talk with your Home 
Insurance agent because 

“built-in safety” can substantially 
reduce home accidents. 






















EMODEL 


wow TO BUILD ore 


tor THE 





Ask your Home Agent for the 48-page 
booklet, “How to Build or Remodel for 
the Safety of Your Family.” It shows 
how to have a safer, more livable 
home through good design related to 
common sense work and play habits. 
Safety can be made to pay its own way. 


Your HOMETOWN Agent can serve 
you well—see him now! 


pad 
ne 


Ever since 1853 The. Home Insurance Company 
has championed the placing of insurance through agents— ~ 
what is known as the “American agency system.” 





This 
full page 
advertisement 
will appear in 
4 colors in: 


Saturday Evening Post 
— August 8 


Time — August 17 
Business Week — July 25 


U.S. News & World Report 
— July 31 


Nation’s Business— August 


Better Homes & Gardens 
— September 


Pathfinder — September 
Successful Farming — September 





FIRE * AUTOMOBILE * MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 







= 


d brokers, is America’s leading insurance protector of American homes and the homes of American industry. 
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3. Tax Exempt Bond Yields man 
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Industrials—Low Dividend Series the 
High Grade 4.01 3.95 3.72  4.02-3.76 3.90-8.45 —-3.92-8.27(c) (e) (ec) (ec) . a 
Medium Grade _....... ss % 4.39 4.31 4.01 4.39-4.06 4.20-8.80  4.20-3.52(c) (ec) (ec) (ec) 195: 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


ETAILING HAS ALWAYS BEEN A 

fiercely competitive industry, but 
it is doubtful if there ever was a time 
when more revolutionary changes were 
going on in more phases of the trade 
than now. 


The department stores are trying new 
techniques, at the same time eyeing the 
supermarkets’ entrance into the mer- 
chandising of apparel, housewares and 
other non-food items. The furniture 
stores are up in arms over the discount 
houses. The variety chains are experi- 
menting with self-selection or self ser- 
vice — and all retailing is focusing 
attention to the fast growing suburban 
market. 


The term “Retail Revolution” has 
been applied to the present state of trial 
and experiment, and a fair description 
it is. Actually, a better term might be 
“Retail Renaissance” for there is much 
re-awakening, experimenting, and most 
important, a determined effort to sell 
more goods with more profit. 


A number of the “revolutionary” tech- 
niques are old retail practices in new 
dress. Self-selection, for example, has 
been in use in department stores for 
many years, but not to the extent it is 
today. 


Accent on Profit 


Evidently, some of the effort is bear- 
ing fruit, for a 5, 10 or possibly 15% 
increase in store profits is held likely for 
the first half of the year compared to 
1952. The expense rate is expected to 
be about the same, so the profit rise is 
based principally on indicated improve- 
ment in markon. 


In view of the improved performance 
during the first part of the year, store 
executives hope that these gains can be 
sustained through the year. The feeling 
is that prices are fairly solid, and that 
expenses have come under better control. 
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But, with growing uncertainty and some 
apprehension about economic conditions 
in the second half, the Xmas season, 
which plays a large part in the year’s 
success or failure, could make a dent 
in the optimistic outlook. 


On the other hand, despite this im- 
proved start, there are warning signs 
clouding the business horizon. One is 
the fact that inventories, which began 
to rise at the end of 1952, have contin- 
ued to creep ahead, and retailers are 
being cautioned to keep closer check on 
them. 


Another warning sign, this for de- 
partment stores specifically, is the fact 
that they, the department stores, are not 
getting as big a share of the consumer 
dollar as in previous years. Department 
stores are still great media for distribu- 
tion of goods, but they must look to 
their laurels by seeking to cure certain 
recognized ills. They must continue to 
improve their layouts, make more effi- 
cient use of available space, and con- 
tinue close control over expenses and 
operating costs. And they must improve 
customer service. 


Profits Depend on Cost Control 


The 1952 profit and sales picture for 
some major department, variety and 


The author, a com- 
bat flyer with the 
United States Air 
Force in World War 
II, is a graduate of 
the Medill School of 
Journalism of North- | 
western University, 
and has had varied 
experience in gener- 
al and trade field re- 
porting. As Store 


Operations Editor of Women’s Wear Daily, * 


Mr. Stanton is particularly well equipped to 
appraise the innovations which are being 
introduced into retail store merchandising 
today to meet our modern mode of living. 








DYNAMICS OF INDUSTRY 


———_@—___-—_ 


RETAIL TRADE 


NEw TRENDS IN 
MERCHANDISING 


EDWARD M. STANTON 


chain organizations is revealing. Among 
the department store giants, Allied 
Stores Corp. showed a 5.3% sales im- 
provement over 1951 and a big increase 
in net profit margin, after taxes, from 
1.7% in 1951 to 2.4%. One of the rea- 
sons was Allied’s good expense control, 
which last year amounted to 28% of 
sales — more than 4 percentage points 
below the trade average. 


Again in the department store field, 
May Dept. Stores showed a 1952 net 
of 3.6% compared to 3.7% in 1951; 
Federated Department Stores was also 
off on net, but still above the trade 
average, at 3% compared to 3.3% in 
1951. The profit picture was not so 
good for others, in fact many showed 
net profit of between 1 and 2%. 


In comparison, the variety chains, 
such as Woolworth, Kresge, and Grant, 
were still mainly between 3 and 4% 
on net profit, even though the general 
retail net profit decrease was also re- 
flected here. J. C. Penney Co., with sales 
over a billion, increased net profit by 
11.1% to 3.4%. Sears Roebuck, on the 
other hand, saw a dip in net from 4.2% 
to 3.8%, despite an increase in sales. 


Actually, the average net profit for 
419 department stores with total annual 
sales of more than $4 billion was 2.3%. 
This is the lowest figure turned in by 
department stores in 19 years, accord- 
ing to the National Retail Dry Goods 
Association Controllers’ Congress _re- 
port. Despite this figure, department 
stores had succeeded in trimming their 
operating expense to 32.5% of sales in 
1952 compared to 32.6% in 1951. Gross 
margin had risen slightly, from 35.5% 
to 35.7% of sales. The typical specialty 
store, however, showed a gross of 
36.9% compared to 37% in 1951, and 
operating costs of 35.3% compared to 
34.9% of sales in 1951. 
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Smaller Cut of the Pie for 
Retail Outlets 


All this was accomplished while sales 
rose 2% in department stores, and 3% 


in specialty stores. But while sales were 


increasing, they failed to keep pace with 
total retail trade. Department store per- 
centage of total retail sales had declined 
from 5.6% in 1947 to 4.4% in 1952. 
And for the third year in a row, de- 
partment store sales were behind total 
retail sale advances of 3.6% for the 
comparable period. Highest sales rise 
in 52 was 5.7% for the food group. 


In view of these figures, it is easily 
understood why retailers, especially in 
the department store field, are eager to 
experiment, to find better ways to dis- 
tribute goods. They have been meeting 
the challenge in some areas, failing in 
others. 


Off to the Country 


A most important development has 
been the rapid growth of suburban 
branch stores and regional, one-stop 
shopping centers. As the population has 
shifted more and more to the surburbs 
or to the fringe areas of the major cities, 
the trend has been to bring the branch 
store to the immediate vicinity. In 14 
important metropolitan areas, the cen- 
tral city’s percentage total area retail 
sales has dropped, collectively, from 
71% in 1939, to 66% in 1951. 

Thus, the post-war building of branch 
stores and the phenomena of giant, 50 
to 100 store shopping centers springing 
up almost overnight on farm land are 
also better understood. Merchants gen- 





Large merchandise assortment in open type 

self service displays is policy of the Fedway 

Stores development. Upper platform struc- 

tures can be moved from base to base as 
needed. 


erally believe there is a place for the 
branch, and for the shopping center, but 
they are also quick to defend the parent 
store back in that crowded central city 
as the main cog in retailing. 


Branch Growth Rapid 


The shopping center boom has grown 
to a point where warnings are beginning 
to be heard about the possibility of 
over-building, especially in areas where 
existing retail facilities are more than 
adequate to meet consumer needs. In- 
formed merchandisers rate about 30 
major cities around which big regional 
shopping centers are warranted and can 
be successful. But there are many cent- 
ers, of various sizes, being constructed 





MUNICIPAL BONDS 


for 


Trust Investment 


Bond Department 


MERCANTILE TRUST COMPANY 


St. Louis 
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around scores of other major popula. 
tion centers. 


The site is all-important, coupled with 
the drawing potential of the area. One 
expert says you must have 750,000 pop. 
ulation within a five-mile radius. Access 
by public transportation is also vital, 
And, despite the importance of parking 
facilities in planning these centers, it 
has already been the experience of some 
to find they provided insufficient space 
in planning the project. 


Like the shopping centers, the branch 
store boom is far from finished. When 
a branch can contribute $20 to $22 
million a year to the parent volume, as 
Abraham & Straus, Hempstead, is re- 
portedly doing; or $17 million, such as 
the big May Co. Lakewood Branch in 
California, others are bound to follow. 
Gimbel Brothers, after refraining from 
entering the branch store field for a 
number of years, has finally succumbed, 
is building in a Milwaukee shopping 
center and plans other branches in areas 
where they already have downtown 
stores. J. L. Hudson Co. is building a 
giant shopping center, Northland, near 
Detroit, where its first branch will be 
the dominant store. Marshall Field & 
Co., an old-timer in the suburban branch 
business, is continuing to expand this 
phase of its operation. So is Blooming- 
dale’s in New York, Dayton Co. in 
Minneapolis, Hecht Co., in Washington, 
and other leading organizations. 


Higher Costs May Slow Expansion 


There is a possibility that the rapid 
nationwide expansion of branch stores 
may be slowed down by tighter money 
policies and by reduced insurance com- 
pany financing potentials. Moderniza- 
tions, which have proceeded at a rapid 
rate in downtown area stores throughout 
the country as a means of drawing cus- 
tomers to the central city, may also be 
slowed by this factor. 


A big problem in planning any branch 
is “how big?” Many of the branches 
built pre-World War II have become 
too small; in fact, some branch units 
built in the post-war period soon out- 


_grew themselves. 


Where 100,000 square feet seemed 
more than adequate, most of the major 
new branches being built today are in 
the neighborhood of 175,000 or 200,000. 
It may not be long before 250,000 or 
300,000 square feet may be more gener- 
ally accepted than today’s figure. Larger 
branches have already been built; May 
Company’s Lakewood store is close to 
400,000 square feet. Whatever the size, 
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it appears to be a good idea to allow 
for expansion. Flexible exteriors, as well 
as interiors, are more necessary than 
ever with the rapid shifts in population. 


Parent — or Branch? 


Of course, the question arises: “Will 
the branch replace the parent tree?” 
“No,” say the big department store exec- 
utives. 


Of major importance, whether it be 
downtown, suburban city branch, or 
shopping center, is parking. This is the 
one big problem that appears to prevail 
everywhere. And its scarcity in down- 
town areas is one of the chief reasons 
why branches have prospered. 


Says B. Earl Puckett, chief executive 
of Allied: “I want to be with the park- 
ing. If I have to be in a shopping center 
to get it, then that’s the place to be.” 
Consequently, Allied is operating branch 
stores in two major shopping centers, 
Framingham (Shoppers’ World) outside 
of Boston, and Northgate, near Seattle. 


Back in the big cities, parking prob- 
lems are being tackled in varying de- 
grees of spirit, by merchants and civic 
groups. Even smaller cities have the 
problem. For most, the solution has 
been sought in the direction of off-street 
parking, meters on main stems, even 
meters on the off-street lots. 


Another “revolutionary” idea — sub- 
sidized transportation — aims to bring 
‘em downtown without the family cars 
to do their shopping. Through the co- 
operation of the transit companies, the 
merchants, and sometimes the munici- 
palities, free bus or trolley rides are 
offered during specific hours of the 
week. Merchants promote the gimmick 
in newspaper advertising and special 
values are offered. 


It has been tried in Lincoln, Buffalo, 
Detroit, St. Louis, Memphis, to mention 
a few. In some cases it has been suc- 
cessful, and continues on special occa- 
sions. In other instances, results failed 
to justify the effort and expense and 
plans were abandoned. 


Convenience and Efficiency the Goals 


Space is as important within the store 
as outside. In fact, retailing is seeking to 
improve store layout to a point where 
the customer is required to take as few 
steps as possible. Layout should also 
make it possible to get goods in and 
out of the store quickly, and with fewest 
possible handlings. On the latter score, 
large department stores are doing con- 
siderable mechanization of marking and 
receiving. Motorized rails for vertical 
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Nearly every homeowner today is his own 
handyman. Open mass display promotes 
sales by appeal to eye and hand. 


and horizontal transportation of goods 
are coming into wider use all the time. 


The importance of stock rooms imme- 
diately accessible from the selling floor 
is being stressed by many big concerns. 
May Co. has what it calls “The Magic 
Core” in its new Southtown Branch. 
The core runs through the center of the 
building and centralizes the stock room 
of each floor. Incoming merchandise 
goes up the freight elevator to its proper 
mezzanine storeroom on each _ floor, 
then is made ready for immediate use 
by sales people. Outgoing merchandise 
reaches the loading platform within the 
core by spiral chute. 


The Fedway Stores division of Fed- 
erated Stores is a bold experiment in 
constructing junior department stores 








Cleveland 
Chicago 
Los Angeles 
San Francisco 








in medium-size cities in the Southwest 
and on the West Coast. Here, too, space 
and customer direction is being handled 
in a forward-looking manner. Perimeter 
stockrooms play an important part in 
the Fedway units, whose basic goal is to 
achieve a “department store look” while . 
following the chain store technique of 
cramming the store full of goods. To 
achieve this, self-selection is the keynote. 


Follow the Mass-Marketers! 


The supermarkets gave birth to the 
self-service principle, and their tech- 
niques have been adapted, in one degree 
or another, to such diverse items as toys, 
housewares, greeting cards, men’s 
shirts and ladies hats. The trend towards 
self-service, or modified self-help ver- 
sions such as selfselection, is develop- 
ing more rapidly in stores selling popu~ 
lar price goods. ‘ 

Self-service does cut down on depart- 
ment personnel, thus effecting a store 
saving. But it poses several problems- 
For example, customer pilferage is 
bound to increase, retailers feel. Some 
stores are setting up special systems to 
cope with shoplifting, both by the cus- 
tomer and the employe. It’s something 
retailers are thinking about. 


How about merchandise soilage? This 
is another factor tied to simplified sell- 
ing. The more goods are handled, the 
more the loss through soilage. What’s 
the solution? Bamberger’s in Newark, 
N. J., thinks the answer lies in cello- 
phane packaging. Special equipment has 
been installed so that large amounts of 
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Diversified Growth Stock Fund 


Diversified Investment Fund 


Manhattan Bond Fund, Inc. 
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Indices are based on fund operations during the period covered and are not a 
representation of future results. They should be considered in the light of the 
individual —- eof investment policies and objectives and the characteristics 
and qualities of the investments of these companies. 
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BALANCED FUNDS 

American Business Shares 1939 _— — — 100.0 -- 65.9 170.1 14298336 

CS Oy 1938 a — — 100.0 “= 71.4 

Axe-Houghton Fund “B” 1938 eee one come 100.0 — 83.1 

Boston Fund - oan) aR REE 1932 103.1 171.9 72.6 100.0 3.46 60.2 

Commonwealth Investment = 1932 106.3 168.4 64.4 100.0 3.05 73.5 

Eaton & Howard Balanced - 1932 114.5 134.7 80.0 100.0 4.27 73.6 

Fully Administered Fund (Group § Securities) _ 1938 ome one — 100.0 — 69.4 

General Investors Trust __ Pate 1932 110.0 152.7 71.4 100.0 4.20 65.2 

A 1940 ans ow — = — 73.5 

Johnston Mutual Fund - CPs ol er er 1947 _— ome sti -= - — 

Nation-wide Securities** == 1932 102.6 174.6 70.3 100.0 2.32 59.6 

Dreyfus Fund***** ee nT 1947 — — — read —- ay 

George Putnam Fund =. 1938 iti a jee 100.0 2.76 69.2 

Mutual Fund of Boston**** _ = 1944 sts me oe os — — 

Scudder Stevens & Clark 1928 97.4 119.2 5 100.0 3.25 80.9 

Wellington Fund ~ + eee Re 1928 105.2 143.4 69.5 100.0 2.41 75.0 

Whitehall Fund - ESE RB antes eee 1947 —_ — om — -— — 

Wisconsin Investment*** 1939* ent _— pan 100.0 — 65.1 
AVERAGE: BALANCED FUNDS . ae — 105.6 152.1 72.0 - 3.22 70.8 
STOCK FUNDS 

LA ATT 1939 cane — — 100.0 — 50.2 

Broad Street Investing Corp. - ft i 1932 109.9 156.6 76.6 100.0 3.60 60.1 

i le i a 1932 109.8 168.8 69.6 100.0 i777 61.0 

Delaware Fund _ 1937 a — — 100.0 — 76.1 

Diversified Invest. Fd. (Diversified Fd., Ine. ) +** 1944 _ — — — —_ ann 

Dividend Shares - as Zo 1932 109.0 163.2 70.7 100.0 1.88 62.1 

Eston & Howard Stock == 1931 107.1 147.0 74.4 100.0 3.86 62.7 

Fidelity Fund _. ee EI 1943 — —_ — a —_— — 

Fundamental Investors = 1932 105.2 146.0 67.4 100.0 2.98 64.8 

Incorporated Investors - ad 1925 103.6 165.2 80.2 100.0 2.58 63.9 

Institutional Foundation Fund****** warren 1944 a — — nee — — 

Investment Co. of America 1939* = — — 100.0 — 69.0 

Investors Management Fund ee ‘ 1931 107.7 161.3 66.8 100.0 4,27 67.7 

Knickerbocker Fund _ eee. te a 1938 = — — 100.0 — 59.8 

Loomis-Sayles Mutual RR aeaemnadt 1929 72.4 131.7 87.7 100.0 2.54 74.2 

Massachusetts Investors Trus* 1924 110.7 147.5 72.8 100.0 3.88 58.7 

Mass. Investors Growth Stk. Fund - io 1934 114.2 157.0 70.3 100.0 3.31 57.4 

Mutual Investment Fund 1926 129.7 173.4 75.5 100.0 4.31 56.1 

National Investors _. ie ec leith Ss 1937* — — 65.9 100.0 3.10 60.7 

National Securities — Income*** 1940 -_— — — — — 66.0 

New England Fund ___ oa ae 1931 117.4 159.1 70.8 100.0 2.85 61.4 

Selected American Shares... 1933 123.8 178.1 80.4 100.0 3.30 60.9 

Sovereign Investors ___ se ee Se 1936 a 166.6 68.6 100.0 1.78 62.5 

State Street Investment Corp. - eae eee 1924 92.8 155.2 74.0 100.0 3.75 60.7 : 

Wall Street Investing Corp... === 1946 — — — = -- — 195.6 185,88 4.23 
AVERAGE: STOCK FUNDS — 108.1 1584 73.2 100.0 3.11 63.2 183.7 | 17 
90 STOCK INDEX (Standard & Poor’s) ___ — 106.7 148.3 67.5 99.2 — 59.3 181.2 o _ 
CONSUMERS PRICE INDEX (B.L.S.)n _ — _— — — 99.6 — 99.8 186.1 18 * 








CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 
PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all 
distributions from capital gains and other capital sources. 

COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 
1939 by the 1939 base offering price. 

COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 

COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices at the respective dates indicated are added 
all capital distributions to such date and the resultant sum is divided by the 1939 base offering price. 

GOL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and interest 
on their portfolio securities (excluding all capital distributions) . 

COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 
dates by ‘the average of the twelve month-end offering prices ending on the corresponding dates. 


COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two 
preceding annual perieds. 





516 Trusts AND EsTaTES § Jf 








A] 


| 
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No responsibility is assumed, in so far as compliance with the Statement of Policy is 
concerned, for the employment in whole or in part of this index by issuers, under- 


writers or dealers. Current income returns based on June 30, 1953 offering prices 
are available on request. 


DEX of MUTUAL FUNDS 


10 1l 12 13 14 15 16 17 18 19 20 
6/30/52 5/29/53 Last 24 mos. 6/30/53 Last 12 mo. Div. 7% 6/30/53 5-Yr. Avg. 
Inc. Inc. Principal Invest. Cap. Prin. Less Cum. Investment 
Prin. Yo Prin. Jo Low High Principal Inc. Distr. | Cap. Distr. (Bid) Income % 
150.7 3.58 151.6 3.32 144.9 156.9 150.8 3.33 2.57 107.2 3888 
204.4 2.92 204.4 2.66 188.5 210.2 202.1 2.68 3.85 155.2 3.80 
219.7 4.03 221.6 3.68 199.8 230.4 218.4 3.69 2.46 170.6 3.86 
167.2 3.25 163.4 3.31 155.6 172.0 161.4 3.33 1.35 128.0 3.81 
213.2 3.98 210.7 3.78 194.8 219.3 +206.1 3.80 1.67 +170.0 3.99 
181.8 3.72 178.6 4d3.60 164.3 187.5 $175.7 d3.59 2.06 7156.5 3.87 
142.5 3.56 141.0 2.67 137.5 145.3 139.9 2.67 1.98 113.4 3.73 
132.8 4.80 133.2 4.09 119.9 139.6 7130.0 4.11 3.48 7103.1 4.93 
159.6 4.16 157.9 3.94 146.3 165.2 7154.5 3.96 1.42 +127.1 4.26 e 
181.9 4.15 179.1 3.74 163.5 187.6 bg NY 3.76 2.30 7162.5 4.30 e 
138.3 3.77 137.2 4.01 127.4 142.7 7135.5 4.03 1.30 7110.0 4.25 
152.8 3.92 154.2 2.86 142. 160.6 150.8 2.86 1.97 138.8 3.95 e 
147.2 3.97 145.4 3.68 133.9 152.2 +142.2 3.70 2.47 7118.9 3.98 
160.0 4.03 156.8 3.79 149.4 164.3 7153.9 3.81 2.50 7132.1 3.99 e 
155.5 3.20 151.5 3.30 145.6 160.6 7149.9 3.31 1.74 7127.7 3.55 
164.5 3.63 162.9 3.57 151.8 169.3 7160.7 3.58 2.01 7124.3 3.84 
193.0 3.90 188.0 3.82 175.4 196.9 7184.3 3.84 1.49 7166.2 4.12 e 
234.7 3.52 225.0 3.04 204.9 234.3 222.7 3.06 2.62 158.5 3.25 
168.5 3.80 166.9 3.52 155.4 174.2 164.2 3.53 2.15 131.7 4.01 
198.1 4.41 200.7 4.12 182.1 209.1 7197.4 4.14 2.26 » 120.9 5.13 
206.0 4.69 203.3 4.63 182.0 213.9 7198.6 4.73 1.87 7161.3 5.04 
190.8 4.77 188.9 4.18 169.3 200.1 7185.9 4.20 2.36 7149.8 4.57 
167.6 3.83 168.7 3.56 157.1 172.9 7165.6 3.58 3.74 + 87.7 3.88 
145.8 5.44 145.9 4.84 132.4 154.1 143.3 4.86 1.89 129.2 5.45 e 
170.4 4.58 168.5 4.08 152.6 178.0 166.3 4,10 2.57 135.3 4.42 
213.0 3.59 213.4 d3.53 187.1 224.8 7209.5 d3.59 2.36 +175.7 3.83 
220.0 4.66 219.5 d4.41 194.3 232.0 7213.4 d4.43 1.49 7183.5 5.08 e 
244.1 4.38 236.1 4.19 214.4 252.1 7230.1 4.32 1.97 7192.2 4.56 
240.1 4.07 232.9 3.67 206.7 246.2 ~227.8 3.70 2.95 +177.0 4.80 
1738.2 2.39 174.0 3.46 159.9 181.0 171.6 3.47 4.33 129.3 4.13 e 
192.7 3.76 192.3 3.64 177.5 199.7 +189.0 3.59 4.37 7130.3 3.95 
216.4 4.23 208.7 4.11 192.4 221.4 7204.1 4.21 5.90 7149.0 4.73 
1222 1.97 123.0 1.70 118.2 125.6 122.3 1.70 4.49 77.0 3.24 
194.0 2.99 192.8 2.57 179.5 198.7 192.6 2.58 3.98 129.2 2.79 
186.1 4.56 181.5 4.38 157.9 194.9 +177.6 4.36 Ey 7165.0 4.92 
200.4 2.81 191.4 2.67 182.4 205.9 189.6 2.69 1.85 149.4 3.53 
162.0 2.76 159.9 2.28 150.2 167.8 158.2 2.30 4.31 128.3 2.89 
239.0 3.46 229.8 3.24 216.7 241.9 7225.7 3.27 3.19 7171.6 3.96 
108.2 5.68 108.0 5.46 99.9 114.1 106.3 5.49 2.93 89.0 5.93 e 
158.2 3.86 157.8 3.85 145.8 164.9 155.7 3.86 1.78 126.2 4.02 
172.9 4.30 172.4 4.09 153.9 181.2 +168.2 4.11 4.32 7128.9 4.77 
133.8 5.63 130.3 4.85 120.1 137.8 }. $127.1 4.88 0.67 7102.6 5.11 
242.4 r2.90 234.3 r2.70 197.5 261.3 7228.8 r2.73 8.05 +152.7 3.31 








CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 
sources, for the current annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the 


age of all those stock or balanced funds in existence at the time. 


aver- 


® Principal index begins after 1939 base date. ***Not included in balanced or stock average: 
+ Ex-dividend current month. Wisconsin Investment Co. balanced fund for too short a period. 


r Plus rights. Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
n New revised series adjusted to Dec. 1939 base. Diversified Investment & National Income are partially invested in high 


d Reflects change in interim dividend policy. income bonds and preferred stocks. 
* Date commenced operation as Mutual Company. Column 19 for funds organized since 1946. 
** Became Balanced Fund in 1945. ****Name changed from Russell Berg Fund. 


*****Name changed from Nesbett Fund. 
******Name changed from Institutional Shares (Stk. and Bd. Group). 
Source: Direct from Companies. 


COPYRIGHT 1953 BY HENRY ANSBACHER LONG. 
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(Continued from page 515) 


merchandise can be packaged in cello- 
phane by store personnel. This may be 
a partial answer, and is likely to be 
followed by stores elsewhere, especially 
if they go in for more visible selling. 


Special fixtures are a must in prepar- 
ing for this new type of merchandising. 
This again may be a problem if the 
type of fixture is not on the market, 
especially for the smaller merchant. The 
big fellows have their own store archi- 
tects and can design new-type fixtures 
to meet new merchandising ideas. 


These new fixtures need room for 
stock storage, and must be flexible for 
expansion or contraction as needed. As 
one expert stated: “Fixtures for self-sell 
must do a pre-selling job to get the 
customer half-sold before she looks for 
a clerk or a sales person. To do this 
the selling unit must be tested to see 
if the merchandise can be openly dis- 
played according to size, style and 
price.” 


Many retailers are probing this field. 
Woolworth’s has already converted more 
than a half dozen units to out-and-out 
self service, complete with check-outs 
and baskets for merchandise. Macy’s 
Gimbels, Hudson’s and other leading 
department stores have self service in 
a number of departments, self-selection 
in others. It’s a definite trend in retail- 
ing which has not yet begun to show 
its full impact. 


Retail Competition Expanding Lines 


Meanwhile, the supermarkets, which 
started the whole thing, are invading 
the non-food field in increasing num- 
bers, but it is doubtful if they will be- 
come general merchandise outlets. 


“Supers” depend on quick and constant 


turnover, and some of the non-food 
items will prove too slow-moving to 
carry, it is felt. 


Many of the chains have taken the 
position that they must sell the consumer 
when, where and what she wants to buy. 
But the location of the “super” is a 
relevant factor in the merchandising of 
non-food lines. Where located in a 
regional shopping center next to a major 
department store, for example, they are 
not as apt to increase their emphasis on 
non-foods. 


There’s another battle raging, be- 
tween home furnishing specialty stores, 
furniture stores and the discount houses. 
There is no question but that the dis- 
count firms have made serious inroads 
on the others, and it may be one reason 
why some department stores have either 
discontinued or deemphasized appli- 
ances and hard goods. The combined 
competition of the furniture store, home 
furnishings specialty units, appliance 
stores and discount houses has hit hard 
at the department store. Therefore, it 
is not surprising that the department 
stores are not keeping up with this 
competition in sale of hard goods. 


Jack Straus, president of R.H. Macy 
& Co., believes department stores can 
compete with discount houses, provided 
they both have the same freedom in 
pricing their merchandise. The dis- 
count houses could not exist, he says, 
if manufacturers who “avail themselves 
of price fixing” would enforce their 
prices on all alike. 


Deliveries and Returns 


The hectic competition among vari- 
ous forms of retailing is partially re- 
sponsible for some changing philosophy 
on the part of department store top 





The world’s largest suburban center, with parking space for 15,500 cars and approximate 
annual sales of $100 million, houses the Lakewood department store of The May Co., 
serving the Los Angeles area. 


518 





managément. Because of the importance 
of expense control, the thinking of many 
is to eliminate the frills, get rid of un- 
profitable items or even unprofitable 
departments. 


One of the pressing problems of 
nearly all stores is delivery, costs of 
which have kept rising constantly over 
a long period, and a 36% parcel post 
rise is also due in October. Mr. Straus 
believes the total cost of distributing 
goods would be considerably lower if 
there were a charge to the customer for 
delivering merchandise that the cus- 
tomer could carry. Merchandise that 
cannot be carried, of course, would con- 
tinue to be delivered. 


Likewise, merchants are presently 
attacking the problem of returned 
merchandise with unusual vigor. In 
Detroit, new rules on returns have been 
adopted by the merchants’ association 
in an attempt to cut down the high per- 
centage. Baltimore has been running 
consumer contests to educate the com- 
munity on the waste involved in re- 
turned merchandise. Los Angeles stores 
are going to the employes with a poster 
campaign to make them more conscious 
of the importance of careful selling. 


Personnel is another headache for 
most retailers. Toughest to obtain is 
non-selling male help. 


Many potential junior executives are 
also turning away from retailing, pos- 
sibly because of higher immediate wage 
opportunities elsewhere. Long hours for 
young executive trainees can also keep 
them away from the field, but the trend 
towards multiple night openings in de- 
partment and specialty stores has appar- 
ently passed its peak. The five-day, 40- 
hour week is becoming more prevalent, 
as management continues to become 
more aware of the need for favorable 
working conditions to attract capable 
help. In some scattered instances, the 
five-day store week is in use, and is 
meeting with success. 


Perhaps A. H. Burchfield, president, 
The Joseph Horne Co. of Pittsburgh, 
best sums up the feeling of many in the 
retail trade: 

“Retailing,” he says, “is getting ’way 
up in the clouds. They are talking about 
all the things that don’t happen. They 
are worrying about atomic age prob- 
lems instead of the customer. The cus- 
tomer wants service and faster service. 
If we don’t have what they want, and 
don’t do a better job of servicing them 


downtown, they will take the path of 7 


least resistance and shop where they 
”° 
are. 
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MELLON NATIONAL BANK 
AND TRUST COMPANY 


PITTSBURGH 


Statement of Condition, June 30, 1953 


RESOURCES 

Cash and Due from Banks . . . . . . . .. $ 436,379,028.98 
U. S. Government Securities . . . . . .. . 471,053,580.01 
Other Public Securities . . . . . . . . . 101,316,725.75 
nr a cc rr re ere, Senn. 107,555,107.80 
i eee cea le wm oe eo 677,588,232.17 
Bank Buildings and Equipment . . . . . ... 22,930,035.86 
ee. 5 « ww & “em “Seo oo cee 5,774,7 32.93 

$1,822,597,443.50 

LIABILITIES 

SO a aa rr 
Surplus . ‘ ’ . : : : : ' , : , F 150,000,000.00 
Undivided Profits ee ee eee ee ee ee 14,929,581.59 
Det ine. « . « « « «© &% 4° 4 @ Bee 
Reserves—Taxes and Expenses . . . . ,. . . 7,373,460.54 
Sa. ese ca, les, eee ee BO as 4,926,743.62 


$1,822,597,443.50 





DIRECTORS 


ARTHUR V. DAVIS HENRY J. HEINZ, II LAWRENCE N. MURRAY 
FRANK R. DENTON HARRY B. HIGGINS H. W. PRENTIS, Jr. 

J. FRANK DRAKE ROY A. HUNT WILLIAM C. ROBINSON 
RALPH S. EULER BENJAMIN F. JONES, 3RD WILLIAM M. ROBINSON 
RAYMOND F. EVANS CHARLES LOCKHART ALAN M. SCAIFE 
BENJAMIN F. FAIRLESS GEORGE H. LOVE WILLIAM WATSON SMITH 
CHILDS FRICK J. E. MACCLOSKEY, Jr. WILLIAM P. SNYDER, Jr. 
WILLIAM B. GIVEN, JR. RICHARD K. MELLON CURTIS M. YOHE 


ADVISORY COMMITTEE 


HILAND G. BATCHELLER ALBERT B. CRAIG GEORGE D. LOCKHART 
DAVITT S. BELL ROBERT J. DODDS PRESSLY H. McCANCE 
CHARLES E. BENNETT LEON FALK, JR. ANDREW W. ROBERTSON 
ARTHUR E. BRAUN PHILIP A. FLEGER RAYMOND WILLEY 


United States Government securities carried at $168,331,101.01 are pledged to secure 
$149,541,918.23 deposits of public monies and for other purposes, as required by law. 
Bank Buildings and Equipment include advances for construction of new building. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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COMMON TRUST FUNDS in SMALL BANKS 


ww Roe 


EATON 


Vice President, B. M. C. Durfee Trust Co., Fall River, Mass. 


STABLISHMENT OF A COMMON TRUST 

fund came up for consideration 
at this trust company for three main 
reasons: the difficulty in recent years of 
providing suitable investments, taking 
into account both income and adequate 
diversification; the general effect of in- 
heritance tax laws in creating a trend 
toward more and smaller trusts; and the 
fact that through settlement of estates 
and solicitation of new business the 
number of trust accounts at the bank 
was increasing in a greater ratio than 
the percentage increase of trust assets. 


Once the decision was made, a study 
of available literature was undertaken, 
including the Plans of various institu- 
lions operating common trust funds; a 
number of these institutions were visited 
to obtain a first hand picture of their 
operations; a preliminary survey of 
accounts was carried out to determine 
which were eligible for participation; 
and finally a dummy fund of twenty 
such accounts was set up. This dummy 
fund was subjected to every kind of 
transaction likely to occur in the real 
one, so that when the Plan became oper- 
ative, officers and personnel would be 
familiar with the methods of handling 
the problems. 


Notification Problems 


When the directors were satisfied to 
proceed, the fund was carefully ex- 
plained to beneficiaries. Small explana- 
tory booklets were printed, and letters 
were sent to beneficiaries, trustors, and 
co-trustees. In accordance with the 
Massachusetts law, notices were sent to 
every person having a vested interest in 
each trust considered for participation, 
and a ten days’ wait for possible objec- 
tions was allowed, before any individual 
trust could be participated. 


This particular section of the law 
caused more problems than any other 
procedure in instituting the plan, be- 
cause of the difficulty of interpreting 
just what “vested interest” meant in re- 
gard to living trusts. The bank did not 
wish to notify distant relatives of the 
trustor, who were contingent remainder- 
men, but who did not even know the 
trust existed, without first obtaining 


Summary of address before Massachusetts Bank- 
ers Association Panel on Trusts, June 11, 1953. 
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permission from the trustor, which he 
was often reluctant to give. To over- 
come this, new trusts are written to be 
payable on death of the primary bene- 
ficiary to the estate, and other benefici- 
aries are taken care of by testamentary 
trusts. Testamentary trusts, being a 
matter of public record and known to 
the beneficiaries, did not present this 
problem. 


The notification procedure mentioned 
above applies only to the first participa- 
tion from each individual trust, and 
therefore permits the cost of investment 
in the fund to be averaged by partici- 
pating only part of a trust at any one 
time. 


Great savings in time and money will 
be effected by Section 5 of the Massa- 
chusetts law which provides that “an 
account of the administration of each 
Common Trust Fund shall be filed 
annually in the Registry of Probate in 
which the declaration of trust has been 
filed, and application for its allowance 
shall be made in accordance with Sec- 
tion 24 of Chapter 206. The allowance 
of such an account shall be conclusive 
as to all matters shown therein upon all 
persons then or thereafter interested in 
the fund invested in said Common Trust 


Fund.” 


Proven Advantages 


The primary advantage of the com- 
mon trust fund to the beneficiary lies 
in the broader diversification of invest- 
ments. An average account of $25,000 
would have only ten to fifteen units of 
investment, but in the common trust 
fund may participate in over a hundred, 
meaning more safety of principal and 
stability of income. Since every $1,000 
invested in the common fund produces 
the same income, many accounts of 
$10,000 and under could have an in- 
crease in income amounting to 1% or 
114%. 

For the trust institution the benefits 
are: (1) the ability to put changes of 
policy and investment decisions into 
effect quickly, uniformly, and without 
awaiting approval from some co-trustee; 
(2) real economy of operation from 
simplified bookkeeping, vault work, se- 
curity transactions, investment reviews, 
and statements to beneficiaries. It also 











affords the opportunity to shift the bur- 
den of the tax period, since the Reve- 
nue Code permits the reporting of tax- 
able income on a fiscal year instead of 
a calendar year. This procedure permits 
more efficient utilization of operating 
personnel. 


Special Questions 


The funds invested in a common trust 
fund must be held for true fiduciary 
purposes. No inter vivos trust created 
after the establishment of the common 
trust fund may have a participation with 
a value of less than $4,000, although 
accounts that were on the books prior 
to establishment of the fund may parti- 
cipate for a lesser amount. 


As to the proper time to start a com- 
mon trust fund, if one feels we have 
reached the top of the market, a loss 
on individual accounts would be ex- 
pected, and the common trust fund, 
with its greater diversification, would 
be better able to withstand the shock 
of a decline. Moreover, beneficiaries 
would understand if the general market 
went down, but could be critical if their 
list was made up of only ten items and 
one of those went sour. 


The B.M.C. Durfee common trust 
fund was established October 31, 1952, 
with $35,000 and 16 participating ac- 
counts, and by June 1, 1953, had 
reached $1,600,000 with 62 participa- 
ting trusts representing approximately 
10% of total trust assets with a reduc- 
tion of about 20% of activity. Invest- 
ments at the beginning of June were 
60% in stocks and 40% in government 
and other bonds. It is difficult to state 
definitely how small a common trust 
fund may be, but an institution must 
have more than ten trust accounts avail- 
able for participation, since Regulation 
F requires that no one trust shall hold 
more than 10° of the fund. A common 
trust fund should be at least large 
enough to assure operating economies 
and efficiency which will increase with 
the size of the fund and more than 
counterbalance the expense of its set up. 


‘I have not found any bank with a 
fund which is not enthusiastic about it. 


A A A 


Common Trust Fund and Trust 
Deposit Rulings Issued in Michigan 


The Michigan State Banking Depart- 
ment has issued new regulations govern- 
ing common trust funds and amended 
Regulation VI relating to deposits by 
trust companies of securities with the 
State Treasurer. 
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Probate accounting is done for three 
reasons: the law requires it, discharge 
from “contingent liabilities” demands 
it, and in many instances it is the only 
time beneficiaries hear from the bank. 
So stated Herbert Schnare. vice presi- 
dent, Boston Safe Deposit & Trust Co., 
at the Panel on Trusts at the Massa- 
chusetts Bankers Association annual 
convention on June 11. The last reason 
is the most important, Mr. Schnare ob- 
erved, and trustees should prepare 
acounts that the ordinary layman can 
understand. They should be clear, accur- 
ate, concise and intelligible — “a diary 
of the transactions that have occurred 
ince he last heard from us.” And they 
should go out promptly. 


Within the past year the corporate 
fiduciaries in Boston were successful in 
having the Administrative Committee of 
the Probate Courts approve a rearrange- 
nent of principal accounting, the speak- 
e said. The principal account now is 
consolidated on one page, and runs 
nore or less in a chronological manner 
like a cash book. This is a consolidation 
of the former Schedules A and B. Mr. 
Schnare did not favor the integration 
if Schedules D and E:; Schedule D, 
which shows income, he preferred to 
relate to the investments from which 
that income is derived, showing semi- 
amual or quarterly collections; Sched- 
le E lists the charges. including the 
amounts paid to the beneficiaries. 


Compensation should be apportioned 


PROBATE ACCOUNTING HINTS 





between principal and income, the 
speaker stated, not only because it has 
been approved by the Probate Courts, 
and increases the return. but primarily 
because it is a fairer division between 
the income beneficiary and the remain- 
derman. When this is done, it is im- 
portant to show in the report the date 
of the principal appraisal, which on a 
new account is the inventory date, and 
thereafter the anniversary. Charges 
against income should be summarized 
for the year for the convenience of bene- 
ficiaries, even if taken quarterly. 


Payments of principal or income 
which are made in the trustee’s discre- 
tion should always be backed by a com- 
plete file supporting that exercise of 
discretion, Mr. Schnare warned, especi- 
ally for dealing with guardians ad litem. 


It is good practice to account annually 
for all accounts of $25,000 or more, 
unless they are in the common trust 
fund. If the account is entirely in the 
common trust fund, there is probably 
no objection to accounting triennally. 
The speaker observed that his institu- 
tion presented such reports only once 
every six or nine years, and so far that 
practice had been approved by the 
Commissioner of Banks. 

Accounts for living trusts not yet in 
the Probate Court can be more simpli- 
fied. Short, concise statements of princi- 
pal and income, each on one page, can 
be better understood by the benefici- 
aries, Mr. Schnare declared. 





Estate settlement problems 


Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 
Estate Creditors 


| Call on New England’s oldest trust company for competent, 


cooperative assistance with any fiduciary matter. 
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Hospitat Trust Company | 


HEAD OFFICE I5 WESTMINSTER ST., PROVIDENCE If, R. I. 


New Common Trust Funds 





Common trust funds not previously 
reported in TRusTs AND EstaTEs have 
been established by the following trust 
institutions (D for discretionary and L 
for legal): Chicago Title & Trust Co. 
(D) 3/2/53; New York Trust Co. (L) 
4/1/53; Chittenden Trust Co., Burling- 
ton, Vt. (D) 4/1/53; Hawaiian Trust 
Co., Ltd. (D — voluntarily limited to 
common stocks) 4/30/53; Peoples Na- 
tional Bank, Charlottesville, Va. (D) 
5/1/53: Manufacturers National Bank, 
Detroit (D) 5/8/53; Newton-Waltham 
(Mass.) Bank & Trust Co. (D) 5/7/53; 
First National Bank, Greensburg, Pa. 
(L) 5/12/53. 


Illustrative of current common trust 
fund advertising is the ad of the last 
named institution announcing establish- 
ment of its “Common Trust Fund A.” 
The ad states that the new fund is in 
keeping with the bank’s “policy of 
always offering complete and modern 
trust services,” it explains conformity 
with State law and the Federal Reserve 
Board regulations, points out the value 
of diversification of investments, and 
explains carefully that the common 
fund is limited to “accounts established 
for bona fide fiduciary purposes.” 












































PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Unsurpassed facilities 
a competent, knowledgeable staff 
versed in every phase of 
public auction selling 
a reputation for fair dealing 
and a following of important 
and wealthy collectors 
throughout the country have 
established PARKE-BERNET 
as the leading firm of its kind 
in the United States 

















Inquiries Invited 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM 
LOUIS J. MARION, Vice-Presidents 


_MAX BARTHOLET, Secy. & Treas. 








Tax Developments 
(Continued from page 490) 


upon which gift tax was paid, were in- 
cludible in his estate under Section 811 
(c)(1)(B) in that it discharged his 
legal obligation of support. So far as 
known, the Bureau has not attempted 
to likewise include in the trustor’s estate 
trusts for the support of minor children. 


Renunciation 


Although an early case* decided un- 
der the Revenue Act of 1921 had held 


8Brown v. Routzahn, 63 F. (2d) 914; CCA 6. 














First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line’”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 








that a renunciation by an Ohio devisee, 
also a legatee, of a testamentary gift was 
not a transfer no decision had been re- 
ported involving the gift tax effects of 
a renunciation by an heir of an intestate 
decedent until that of Janthe B. Harden- 
bergh v. Comm.”® The Tax Court there 
held that a renunciation by two heirs 
of their rights under the intestacy laws, 
resulting in the entire estate being dis- 
tributed to a son in conformity with the 
terms of decedent’s unexecuted will, 
constituted a taxable gift. The basis of 
the decision was that according to Min- 
nesota law title to real property descends 
to the heirs immediately upon death by 
operation of law and likewise as to 
personalty, subject only to administra- 
tion. The Court distinguished a renun- 
ciation by a legatee or devisee on the 
ground that during administration there 
was a right either to accept or to reject 
the bequest. 


On March 26, 1952 this question was 
again considered in William L. Max- 
well,*® in which the wife, a California 
resident, died testate leaving her one- 
half interest in community property to 
the surviving husband with the ex- 
pressed confidence that he would pro- 
vide for the three children. At the time 
of the petition for probate, the husband 
filed a renouncement and disclaimer 
both under the terms of the will and 
under the laws of succession. The Court 
pointed out that under California law 
the one-half community interest of a 
deceased spouse goes to the surviving 
spouse in the absence of a will; further, 
that decedent’s entire estate passes im- 
mediately upon death to the legatee or 
devisee and if no will, to the heirs, sub- 
ject only to administration. 


The Court further pointed to the de- 
cision of the California District Court of 
Appeals in its then recent decision in 
In Re Meyer’s Estate.* In that case, 
although it was stated that a legatee or 
devisee could renounce so as to prevent 
title from vesting, it was there held 
that an heir of an intestate estate can- 
not under the California law of succes- 
sion, by renunciation or any other act, 
prevent the passage of title which de- 
volves upon him by operation of law. 
The Tax Court thus concluded the hus- 
band’s additional renunciation of his 
rights under laws of succession brought 
the case within the principles of the 
Hardenbergh decision, with the result 


217 TC 166; affirmed 198 F. (2d) 68, CCA 8, 
June 24, 1952. 


8017 TC 1589, March 26, 1952. 


1107 C.A. (2d) 799, 238 P. (2d) 597, December 
1951. 


that the renunciation of his rights as 
sole heir effected a transfer to the re. 
maining heirs and made such renuncia- 
tion subject to the gift tax. 






Donee’s Liability 


Section 1009 of the Internal Revenue 
Code provides that if the tax is not 
paid by the donor when due, the donee 
is personally liable for such tax. An 
interesting decision was rendered in 
New Jersey in Fidelity Union Trust Co. 
v. Anthony,** in which the court re. 
fused to compel the donor’s estate to 
reimburse the donee of a gift where the 
donor, while living, did not pay the 
gift tax. The Court’s reasoning was that 
the donee’s liability was not that of an 
insurer but rather a direct liability of 
the donee upon the happening of an 
event, namely, the failure of the donor 
to pay. This reasoning suggests the 
possibility that the Collector of Internal 
Revenue might possess and exercise the 
power to shift the economic burden of 
the tax from the donor to the donee. 
















Gift Valuation 






The Commissioner has acquiesced in 
the Tax Court’s decision in Sarah Helen 
Harrison,** involving the valuation of 
a gift in trust. This interesting decision 
suggests possible gift tax savings. The 
settlor created trusts providing for year- 
ly payment to her of $12,000 out of 
either income or corpus, for life, the 
remainder to named beneficiaries. Under 
the agreement the trustee was obligated 
to pay, out of income or corpus, all 
Federal and state income tax liabilities 
of the settlor during her life, and also 
to pay out of corpus all gift taxes. 

The Court overruled the Commis- 
sioner and held that the obligation of 
the trustee to pay both the gift and the 
income taxes constituted a retained in- 
terest in the settlor, the value of which, 
together with the value of the life annu- 


























ity of $12,000, should be deducted inf 





determining the value of the gift. 






8213 N. J. Super Ct. 596, 81 A. (2d) 191, May & 





14, 1951; 40 AFTR 639. 
3317 TC 1350, Feb. 18, 1952, Acq. IRB 152-19. 
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Tax Man Forms Appraisal Firu f 

Harold Forstenzer, personal property f 
appraiser of the Transfer Tax Depart & 
ment of New York State for the pas ff 






10 years, has resigned to form Forster 
zer Appraisals, Inc., at 401 Broadway; 
New York. In addition to handling ap 
praisals of tangible personal property, 
real estate, business interest and securi- 







ties for tax, insurance or inventory pul fF 





poses, Mr. Forstenzer will act as estate 
tax consultant in tax proceedings. 


TRUSTS AND EsTATES 
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COMMON TRUST FUNDS IN RECESSION 


OMMON TRUST FUNDS SHOULD EN- 
C counter no serious problems if 
there should be an economic recession, 
M. A. Georgen, cashier of The City Na- 
tional Bank and Trust Co., Chicago, 
told the Trust Business and Investments 
Conference of the American Institute 
of Banking at its 51st annual convention 
in Cleveland on June 9. “Some trust- 
men agree that the ordinary day-to- 
day operations of a common trust fund 
should not cause any real problems, but 
they argue that the common trust fund 
has been favored with a constantly ris- 
ing market and has yet to weather the 
affects of a serious depression,” Mr. 
Georgen reported. 


A small trust enjoys much greater 
investment protection through the wide 
diversification of a common trust fund, 
and at the same time, there is a more 
complete employment of funds with re- 
sulting benefits to the income benefici- 
aries, Mr. Georgen said. A common 
trust fund started with any other motive, 
is likely to be in trouble sooner or later. 


Care should be used to spell out care- 
fully all the provisions of the plan, be- 
cause the plan will be the Bible from 
which the trustman must work. Sections 
of the plan that need some consideration 
include, Mr. Georgen said, the following: 


1. Investment Powers. Drafting this 
section may lead to the adoption of two 
funds, a legal and a discretionary, de- 
pending on state laws. 


2. When and How Often to Value 
the Fund. 


3. Establishing the Unit Value. Actu- 
ally this is a one-time consideration at 
the time the fund is inaugurated. There- 
after it is the result of a division of the 
number of units outstanding into the 
total value of the fund. Unit values 
range from $1 to $125. 


4. Method of Valuation. A unit in a 
common trust fund has a principal and 
income value. The principal value con- 
sists of cash on hand and the fair 
market value of the securities. 


5. Distribution of Income. Most 
jlans, even though set up for monthly 
valuations, provide for quarterly distri- 
bution of income. 


6. Amortization of Premiums. If the 
‘late laws require amortization, the 
speaker advised skipping any trust 
which does not have adequate provision 
'o permit avoidance of amortization. 
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7. Audits. Regulation F provides for 
an audit at least once during a period 
of twelve months by auditors respon- 
sible to the board of directors. The 
state laws may be more specific. 


Another phase which needs some de- 
liberation, Mr. Georgen continued, con- 
cerns the selection of accounts which 
will participate. 


1. Powers Under A Common Trust 
Fund. You have no greater powers with 
respect to a given individual trust after 
you have a common trust fund than 
you had before. Consequently, the terms 
of the participating trust must be as 
broad as or broader than the terms of 
the common trust fund in every respect. 


2. Bona Fide Trusts. Regulation F 
provides: “The Trust investment com- 
mittee operating a common trust fund 
shall not permit any funds of any trust 
to be invested in a common trust fund 
if it has reason to believe that such trust 
was not created or is not being used 
for bona-fide fiduciary purposes.” 
Basically, the Federal Reserve Bank 
does not want the common trust fund 
to develop into an investment trust. 


3. Trusts Created for the Same Sett- 
lor. Federal regulations provide that in 
applying limitation (at present $100,- 
000) * if two or more trusts are created 
by the same settlor and as much as 
one-half of the income or principal or 
both of each trust is payable or applic- 
able to the use of the same person or 
persons, such trusts shall be considered 
as one. This restriction is to avoid mullti- 
ple trusts to exceed the Federal limita- 


tion of $100,000. 


4. Investment Powers. Care must be 
exercised to determine that the powers 
in the individual trusts are at least as 
broad as if not more than the powers in 
your fund (example, corporations or- 
ganized under the laws of the United 
States). Here is a phase where counsel 
should help. Give him the powers verba- 
tim and let him decide. 


5. Amortization. In examining ac- 
counts, if one is silent on this subject 
which under your law may mean that 
you must amortize, look for additional 
language from which you might get 
some comfort. 


6. Present Investments in Individual 
Accounts, Certainly it is preferable if 


*Some state laws limit participation to $50,000 


or $25,000. 



















































an entire trust can be liquidated and the 
proceeds placed in the common trust 
fund. This is not always possible. 
Liquidation of certain securities might 
result in unwarranted capital gains. 
Defer the liquidation until you are of 
the opinion that they should be sold 
regardless of the gain. Perhaps the over- 
all yield of the account may be materi- 
ally reduced. Generally in such cases 
the account is too heavily invested in 
common stocks and prudence would dic- 
tate that some of the stocks should be 
liquidated regardless of the yields or 
capital gains. 


Because we work 
around the 


CHECKS ARE 
COLLECTED FASTER 







2G yada 






aot b rae iit 


~ THE NATIONAL CITY 
BANK of Cleveland 


"eas 
418453 623 Euclid Ave. 
ot 


Member Federal Deposit Insurance Corporation: 

















523. 








HEN INDUSTRY, a little before the 
Se of the century, began its 
climb to present record-breaking heights, 
Trusteeship had long been used in fami- 
ly settlements and for the solution of 
estate problems. The needs of an ex- 
panding industrial economy quickly 
took over and made use of its endless 
possibilities. Under the title “Trustee- 
ship in Modern Business” Prof. Isaacs 
of Harvard Graduate School of Business 
Administration wrote, twenty years ago: 


“Trusteehsip has become a readily 
available tool for everyday purposes 
of organization, financing, risk-shift- 
ing, credit operations, settling of dis- 
putes, and liquidation of business 
affairs. Modern business has 
become honey-combed with trustee- 
ship. Next to contract, the universal 
tool, and incorporation, the standard 
instrument of organization, it takes 
its place wherever the relations to be 
established are too delicate or too 
novel for these coarser devices.” 


In 1953 trusteeship is more useful in 
solving the problems of individuals and 
modern business than ever before. My 
experience leads me clearly to the con- 
clusion that the successful operation of 
a Trust Department can be of great 
importance to a bank, for the following 
reasons, 


One often hears the phrase “fully 
integrated” applied to an_ industrial 
company. The meaning of course is that 
the company is well put together of parts 
which form a smooth functioning whole 
capable of rendering to its customers 
full and complete services in its partic- 
ular sphere of activity. The Trust De- 
partment makes a bank a fully integra- 
ted financial institution. 


For example, I have in mind a cer- 
tain man who is, and long has been, a 
valued customer of our Personal Trust 
division. He rarely gets to Cleveland 
any more but the mails frequently bring 
us his letters and carry ours to him, 
on a first-name basis. We will call him 
Jim. A while back a young woman in 
her thirties came into our Trust De- 
partment because Jim had sent her. She 


In address to 51st Annual Convention, American 
Institute of Banking, June 1953. 
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IMPORTANCE OF TRUST DEPARTMENT TO THE BANK 


LORING L. GELBACH 


President, Central National Bank of Cleveland, Ohio 


related how her father recently died 
leaving no will and literally dumping 
into her lap a very substantial estate, 
including a controlling interest in a 
closely held corporation—and all the 
problems that go with such things. In 
her confusion she had gone to Jim who 
told her: “What you need is a trust at 
my bank like I have had for years.” 
After discussion with our Trust Officers 
and her counsel she established a living 
trust. Net income after taxes is payable 
to her. Our Trust Officers suggested to 
her a checking account at our Main 
Office. And so it was arranged and so 
it continues to this day, averaging bal- 
ances of $4,000-$5,000. Would we have 
had this commercial account if we had 
not had our Trust Department? This is 
a fine example of how our Trust Depart- 
ment facilities brought to our bank valu- 
able deposit business. It also shows how 
a satisfied customer—trust or other- 
wise—can spread the gospel. 


oe eee The same sort of thing hap- 
pens in our Corporate Trust Division. 
Recently, one of our Trust Officers se- 
cured the registrarship for the stock of 
a Cleveland corporation. Our bank at 
the time had no other business with 
this company. As a result of this initial 
connection our commercial department 
has obtained a_ valuable checking 
account. 


Cementing Bank Relations 


A Trust Department acts to stabilize 
and hold much important banking busi- 
ness by cementing existing relationships. 
A generation or two ago an individual, 
when he got around to making his will, 
just sat down and made up his mind 
how he wanted to distribute his prop- 
erty. Tax considerations were the least 
of his worries. Marital Deduction? No 
one had ever heard of it! The delightful 
simplicity of those days has now gone 
with the wind. Today the complexities 
of Taxes, and all the rest have put “Es- 
tate Planning” into the financial picture 
of individual and corporation alike. 
Nowadays a good cash budget and a 
sound Estate Plan must go hand in hand 
if one is going to take good care of his 
family while he is alive and provide for 












them comfortably after his death. If 
we were not equipped to render Corpo. 
rate and Personal Trust services to our 
banking department customers, they 
would have to go elsewhere for them. 
In time their banking business could 
very likely follow suit. 








ae ee The corporations which have 
established and will create and maintain 
Pension and Profit-Sharing trusts are 
in very many cases long time friends 
and customers in our commercial, sav- 
ings, loan and foreign departments. If 
we did not have our Corporate Trust 
Division equipped to efficiently admin- 
ister business of this character, the pen- 
sion and profit-sharing trusts we have 
would certainly have gone elsewhere. 
Future trust business of this kind would 
go the same way. Thus would be lost 
opportunities to establish further bonds 
of friendship through Trust Department 
connections. And in this business of 
banking, other things being equal, 
friendship is the tie that binds. 






















Continuity of Service 






A Trust Department gives continuity 
to many banking relationships. To illu- 
strate: forty-five years ago a substantial 
estate was trusteed with us under a 
will. The son was the principal benef- 
ciary. All through the years he did his 
commercial business with our bank. 
When he passed away the estate became 
distributable to his wife and children 
who in turn established trusts in our 
Trust Department. Now they do their 











commercial banking business with us 





just as the husband and father had 
done before. For us it is the same 
business as before—just different faces 
at our Tellers windows, different signa- 
tures on the checks now presented to us 
for payment. And our Trust Department 











has been the direct cause of persons> 





unborn almost half a century ago be- 






ing our esteemed commercial depositors 





today. 






A Trust Department brings to a bank 
a substantial volume of deposits which 






in the aggregate are made up of thef 





cash balances in the many separate 
trust accounts, such as: 
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1) balances not subject to investment 
within the Trust Department’s au- 
thority 


2) balances held to pay for invest- 
ments already purchased 


3) balances awaiting distribution un- 
der the terms of the respective 
trusts 


The day to day average of all such 
leposits amounts to a very respectable 
am, and makes the Trust Department 
me of the bank’s best deposit customers. 


Prestige and Confidence 


A Trust Department is a source of 
nuch prestige and good will to the 
bank. Ours consists of about ninety 
people organized into seven divisions. 
Many are college graduates and a con- 
iderable number have had legal train- 
ing and are members of the Bar. Among 
them you will find highly trained spe- 
dalists with long experience — in such 
subjects as: 


General Trust Administration 
Estate Planning 
Pension and Profit-Sharing Plans 


Stock Transfer Agencies 


Registrarships 








TWA SATISFIES RECORD MORTGAGE 
AT BANKERS TRUST 
Aircraft chattel mortgage for $17,921,170 
covering 20 Lockheed Constellations, be- 
lieved to be the largest in the airline in- 
dustry, was satisfied last month by Trans 
World Airlines with Bankers Trust Co. of 
New York, representing a group of 14 
banks. Edwin E. Beach, vice president of 
Bankers Trust’s Corporate Trust Depart- 
ment, signs satisfaction piece while (left) 
Erle Constable, treasurer of TWA, and Isaac 
W. Hughes, Jr., assistant secretary of Bank- 
ers Trust Co., look on. 


Bond Trusteeships 
Investments 

Taxes 

Real Estate 


Trust Accounting 


* 


The customers of our Trust Depart- 
ment include many business corpora- 
tions, many charitable organizations, 
hospitals, schools, and colleges, and 
many thousands of individuals. An op- 
eration of this kind conducted by men 
and women of such long training and 
broad experience inevitably generates 
among its customers and the public at 
large an attitude of unusual confidence. 


I am aware that at times the Trust 
Department may not attain the net earn- 
ings which an operation of its size and 
character merits. However, I am satis- 
fied that there is a basic steadiness to 
Trust earnings which makes them im- 
portant in the overall picture. 


A A A 


U. S. Trust Reports Record 
Fiduciary Fees 


In its income statement for the six 
months ended June 30, 1953, United 
States Trust Company of New York 
reported fiduciary commissions of $2,- 
170,583, an all-time high in the 100- 
year history of the bank. A year ago 
the comparable figure was $1,948,666. 

Total operating income for the com- 
pany was $3,866,454, as against $3,456,- 
469 for the first half of 1952. 





In Illinois—it's The Northern Trust 


TT. NORTHERN TRUST COMPANY offers you more 


than 63 years’ experience in all phases of trust 


ik and estate management. We welcome the oppor- 


tunity to serve as your Trust Department in 


Illinois. You will find this bank’s personalized at- 


tention and prompt handling of every detail par- 


ticularly helpful. 


Come in any time and talk over your needs. 


THE NORTHERN TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS 





JuLy 1953 


CHICAGO 90, ILLINOIS 


* 
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DEVELOPING TRUST SERVICES 


It is still possible for an individual 
to accumulate and preserve substantial 
wealth, Thoburn Mills, vice president of 
the National City Bank of Cleveland, 
told delegates at the Trust Business and 
Investments Conference of the American 
Institute of Banking convention held in 
Cleveland June 9-12. While the $10, $20 
and $30 million estates are probably 
disappearing, there are more people 
with estates of $100.000 to $1,000,000 
than ever before, and there are literally 
thousands of businesses in the $100,000 
to $5,000,000 class, Mr. Mills observed. 


Many of these have sprung up in the 
past ten years, he said, and some have 
already grown large. The relation of this 
to trust business was illustrated in the 
speaker’s account of a family owned 
business which was sold for a million 
dollars. Four revocable living trusts were 
set-up — one each for the parents and 
two married daughters—and the parents 
arranged their life insurance and their 
wills to leave everything to their respec- 
tive trusts in the event of their death. 


Mr. Mills expressed the belief that the 
need for personal trust services is greater 
now than at any time in the past twenty 


TRUST 
DEVELOPMENT 
PLANS 


REPRINTS of articles in 
Trusts and Estates make excel- 
lent mailing pieces for trust de- 
partment distribution. Key ar- 
ticles on taxes and estate plan- 
ning have been used extensively 
to establish and maintain con- 
tacts with customers, prospects 
and their advisers. 


ESTATE DIGEST is an 
eight-page monthly pamphlet 
devoted to estate planning tech- 
niques, case digests and brief 
articles on trust services for dis- 
tribution to atto~neys, life under- 
writers, accountants and other 
technicians. 

TO HAVE AND TO HOLD 
offers practical observations on 
estate creation and conservation 
for trust customers and pros- 
pects in an attractive, four-page 
format each month. 


FuLL DETAILS ON REQUEST 


FIDUCIARY PUBLISHERS, Ine. 
50 East 42nd St., New York 17 


years. Probate court studies in key cities, 
he pointed out, disclosed that corporate 
fiduciaries were getting only about 25% 
of desirable estates. In the field of cor- 
porate trust business, the trend toward 
stock and bond issues to provide new 
capital seems to be continuing, as well 
as that for setting up pension and profit- 
sharing plans. In selling corporate trust 
services it is necessary to keep in touch 
with corporation executives, corporation 
lawyers and investment bankers, since 
plans for new financing are made long 
before they become public, and these 
men know about it and decide where the 
business will be placed. Trust services 
for employee retirement plans should be 
sold by an officer experienced in that 
field, Mr. Mills observed, since it is high- 
ly technical and requires cooperation 
with the corporation’s own attorneys, an 


- independent actuary, and usually an ex- 


perienced insurance underwriter. 


Once the market is determined, the 
next step is to build prospect lists. Direct 
mail, backed by advertising in news- 
papers, periodicals, and sometimes radio 
and television, lay the groundwork, the 
speaker stated, but only personal solici- 
tation will actually sell the service. This 
is the more true because new trust busi- 
ness is not as simple as opening a bank 
account or renting a safe deposit box. 
There must be a tailor made plan for 
each customer, consultations with at- 
torneys, necessary documents drawn up, 
and signed. 


mat and ‘Satate peeialists 


The Estate Planning approach is not 
only the best one for the trust officer, 
Mr. Mills pointed out, but likewise is 
essential to the life underwriter and to 
the attorney who is to draw a will or 
trust agreement. This fact has helped to 
bring these groups together. There are 
now 65 Life Insurance-Trust Councils 
of which 34 have been organized since 
1945. Many of these later ones are called 
Estate Planning Councils, because they 
include attorneys and accountants. The 
natural joining together of professional 
men with a common interest makes bet- 
ter estate planning, better service to the 
client, and often assists in obtaining new 
trust business. 


After describing the training needed 
for estate planning, and how the assets, 
tax status, and objectives of the client 
would all be taken into consideration, 
Mr. Mills said that the estate planner 
must put human considerations first. 
“It may not always be desirable to get 
the maximum tax saving,” he said. When 
the plan is finally approved it is rela- 
tively simple to sell the bank’s services 
as executor, co-executor or trustee. 


Investment management services, on 
the other hand, which are obtained un- 
der living trusts and agency agreements, 
require an explanation of the trust de- 
partment’s facilities, personnel, policies 


and procedures. One has to convince the 
prospective customer that the trust de- 
partment can do a good job at a reason- 
able cost, and then get him to act. 
“This,” said Mr. Mills, “requires sales- 
manship of the highest type.” 
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ATTENTION ARRESTERS IN TRUST ADS 


“How the Bank cleared cash out of 
the swamp!” Beneath these words Citi- 
zens & Southern Bank of Georgia shows 
, tractor pulling a truckload of logs, 
and in the text describes an estate which 
included a swampy area that friends of 
the heirs advised selling. The bank, 


How the BANK 


cleared cash 
out of the swamp! 





however, made its own investigation 
with experienced appraisers, spending 
several days in the area, and the trust 
investment committee “of fifteen out- 
standing businessmen” decided on a 
development program, “From the pro- 
fits made on the first timber cutting the 
entire area was improved. Today it’s 
a timber producing tract that yields a 
sizeable income to the estate.” 


“The Luck of the Insured .. .” is 
the topic as well as the title of a Penn- 
sylvania Co. for Banking & Trusts 
(Philadelphia) ad addressed to the in- 


surance men themselves. It quotes a 





THE UCK OF THE INSURED... 


conversation with a customer who want- 
ed more insurance but was uninsurable, 
and commented on the bank’s knowledge 
and appreciation of the value of life 
insurance and its readiness to join the 
underwriters in helping the insured to 
“use it effectively for personal or busi- 
less purposes.” 


“Any way you figure it, your 
Accountant is a good man to count on” 
advises First National Bank of Atlanta. 
The text links the accountant to the 
family’s future, the changing atx laws 
and economic conditions, and the other 
members of the “team of Estate Plan- 
ting Specialists.” 


“Forecast Your Financial Future with 
Facts .. . Not Fancy” says a Fort Worth 
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National Bank ad which pictures a 
swami studying the crystal ball. The 
text states that “the professional skill 
of your Accountant is a valuable aid 
in planning for your security in years to 
come,” and suggests particular points 
at which the accountant’s services are 
important. 


aA- 2 A 
Trust Booklets 


“Answering 64 questions most fre- 
quently asked about wills and trusts” 
is the self-explanatory title of pamphlet 
from Marine Trust Co. of Western New 
York, Buffalo, which is simple, direct 
and informative. The questions selected 
cover the typical layman’s inquiries 
about wills, estates, executors, trusts and 
trustees. The reader is told at the begin- 
ning, at the end, and in some of the 
answers, that questions of a legal nature 
should be reviewed with his lawyer, 
but that trust officers are ready to assist 
in answering questions of an admini- 
strative or business nature. In large 
type the last page asks, “Do you have 
Questions of your own?” 


Two instances of newspaper advertis- 
ing copy being picked up for use in 
trust folders that have come recently to 
our attention are the “Investment Man- 
agement” folder of Fiduciary Trust Co., 
New York, and the “Time To Change 
Your Mind About Your Will” leaflet 
from First National Bank, Chicago. The 
former, in line with Fiduciary’s contin- 
uing emphasis upon specialization, con- 
trasts “the old-fashioned wooden rail- 
road coach “(pictured in the folder) 
and the “modern vista dome stream- 
liner” as a spring board into the sub- 
ject of equally modern investment man- 
agement. First National illustrates with 
pen sketches the births, deaths, marri- 
ages, changes in business and invest- 
ments, and tax law variations which 
change one’s mind about a Will. The 


point made is that changes in the mind 
must be implemented by changes in the 
will. 


“T' Settled My Own Estate,” describing 
a man’s conversation with his trust offi- 
cer concerning a will that had not been 
revised in ten years, is the first of a 
group of booklets just completed by 
The Hanover Bank, New York, for a 
low-pressure trust advertising campaign. 
“The Man Who Couldn’t Say No” is the 
story of an executive who consented to 
be his friend’s executor. “I Learned 
From Inexperience” describes what hap- 
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Cover illustration on Hanover Bank’s 
“I Learned from Experience.” 


pened to a widow whose husband ap- 
pointed her and a business friend as 
co-executors and co-trustees under his 
will. Finally, “A Smoking Room Con- 
versation” sets forth the financial wor- 
ries which pursued the tired business- 
man who took a European vacation with 
his wife and their best friends, but 
neglected to make provision for manag- 
ing his investments while he was away. 
The whole series is written in the form 
of personalized stories, brief, readable 
and pointed. It was preceded by a com- 
prehensive brochure, “How You Can 
Use Our Trust Department for Your 
Family’s Benefit,” and in publications 
directed to attorneys, the bank adver- 
tised the series as helpful to clients. 


In a twelve-page booklet, “Your Es- 
tate and Succession Duties,” Montreal 
Trust Co. gives a general summary of 
the Succession Duties now being levied 
by the Dominion and by the Provinces 





From First National Bank of Chicago’s booklet “Time to change your mind about your will?” 
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of Ontario and Quebec (the other 
Provinces no longer collect duties). In 
each case the booklet explains what the 
duty is based on, what the net estate 
includes, and what are the principal ex- 
emptions. The advantages of estate plan- 
ning and of a corporate fiduciary are 
pointed out, and a convenient table is 
included showing succession duties on 
estates of selected net value ranging 


from $10,000 to $1,000,000. 


“Practical Suggestions About Your 
Will,” the current 12-page booklet from 
the personal trust department of Manu- 
facturers Trust Co., New York, contains 





practical suggestions drawn from the 
Company’s experience in administering 
estates under all kinds of wills. It covers 
the importance and advantage of mak- 
ing a will and basing it on a sound plan, 
jointly owned property, personal effects, 
life insurance, taxes, trusts and execu- 
tors. It cites the lawyer’s need of all 
pertinent information, advises against 
insisting on a “short will,” and com- 
ments on the need for periodic review. 
The paragraphs are short, directly to 
the point, and the headings in blue ink 
are eye-catching. The booklet fits a 
man’s coat pocket. 


FIDELITY-PHILADELPHIA 
TRUST COMPANY 


ORGANIZED 1866 
BROAD AND WALNUT STREETS, PHILADELPHIA 9 


STATEMENT OF CONDITION JUNE 30, 1953 


ASSETS 


Cash and Due from Banks 
U.S. Government Securities . 


State, County and Municipal Securities 


Other Securities. 
Loans, less Reserve 
Mortgages. 


Investment in Fidelity Building Corporation . 
Branch Offices and other Real Estate . 
Furniture, Fixtures, Leasehold Improvements 


Accrued Interest Receivable. 


Prepaid Expenses and Other Assets. 


Total Assets . 


$ 56,663,511.82 
52,932,715.64 
11,890,902.35 
8,714,669.66 
114,420,298.17 
1,619,041.46 
2,439,117.48 
1.00 

496,986.71 
1,006,034.23 
748,994.66 
$250,932,273.18 


LIABILITIES 


Deposits. .... 
Unearned Discount 
Other Liabilities . a Say 
Reserve for Interest, Taxes, etc. 
Total Liabilities . 
Reserve for Contingencies. 
Capital Funds 
Capital . 
Surplus . 
Undivided Profits . 
Total Capital Funds . 
Total Liabilities, 


Reserve and Capital Funds . 


$219,583,996.74 
555,517.33 
436,792.74 
1,005,065.40 

$ 2,000,000.00 


. $ 6,860,000.00 
15,640,000.00 
4,850,900.97 


$ 27,350,900.97 


$250,932,273.18 


United States Government obligations and other securities carried in the above 


statement are pledged to secure Government, State and Municipal deposits, 
and for fiduciary purposes as required by law in the sum of $28,506,364.09. 


HOWARD C. PETERSEN, President 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 


Forum Follow-Up Program 


A series of informal discussions for 
groups of women limited to 25 in num. 
ber is working successfully as a follow. 
up of the three Women’s Finance For. 
ums and the one meeting for profes. 
sional men sponsored by Citizens & 
Southern National Bank, Atlanta. 


Women were selected from the list 
of those who attended or expressed an 
interest in the three Finance Forums, 
and from the wives of the doctors, den- 
tists and architects who attended the 
professional meeting. Selections were 
made on the basis of those whose hus- 
bands would most probably represent 
likely trust prospects. Inexpensive, 
printed invitations were mailed stating 
that the new series would consist of two 
informal discussions covering (a) wills, 
trusts and estates, and (b) investments. 
The women were told that there would 
be a one-hour discussion on practical 
aspects of the subject. 


In the conduct of these meetings, offi- 
cers of the trust department rotated in 
order that all might become better 
known to the public. Visual aids were 
used, but kept to a minimum, and the 
notebooks furnished to the guests en- 
abled the speaker to pinpoint the women 
who were most interested, and in that 
way to recognize the most likely pros- 
pects. After the meeting, refreshments 
were served in the bank dining room 
and one of the senior officers invited the 
women to make full use of the bank’s 
commercial facilities. 


Based on the four series already com- 
pleted, the bank considers this type of 
meeting most worth while. The expendi- 
ture is small, the audience can be pre- 
selected, and a number of new manage- 
ment accounts and wills filed provide 
tangible evidence of the effectiveness of 
this approach. 


Selected groups of Kansas City, Mo., 
attorneys and business executives heard 
pension and profit-sharing plans dis- 
cussed at sessions held June 17 and 18 
at the City National Bank & Trust Co. 
under auspices of the bank’s trust de- 
partment. The speaker was consulting 


actuary Dr. H. L. Seal of New York. 


At the third annual Financial and 
Business Forum sponsored by First 
National Bank, St. Louis, 400 business- 
men heard a discussion of national eco- 
nomic conditions and industrial output 
presented by Alan H. Temple, execu- 
tive vice president, National City Bank 


of New York. 
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Citizens & Southern National Bank’s assistant general trust 
officer, Harvey Hill, conducting an informal meeting for women 


eee Sa) 


on trusts, as follow-up to Finance Forums. 


The long range effect of forums as a 
public relations program was exempli- 
fied recently in the experience of Wilm- 
ington (N. C.) Savings & Trust Co. A 
full year after the bank’s forum, a 
woman brought her husband to the trust 
department to discuss the planning of his 
estate. Both husband and wife named the 
bank as executor and trustee, and the 
woman stated that her visit was the re- 
sult of her attendance at the forum lec- 
tures. Numerous interviews with lawyers 
and insurance men likewise were re- 
ported. Richard S. Rogers, vice presi- 
dent and trust officer, writes of this 
experience in the May 1953 Tarheel 
Banker. 
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Bar Thanks Trust Company 
The Plainfield (N.J.) Bar Association 


on April 28 passed a resolution of appre- 
ciation to The Plainfield Trust Co. for 
undertaking and completing a joint 
public relations program with the Bar, 
as a public information service in the 
matter of wills and trusts. The Trust 
Company handled “all details of formu- 
lating copy, presentation of material, 
newspaper insertion, and the total cost 
of said program.” 


Each of the trust advertisements con- 





tained an_ illustrated human-interest 
story and concluded: “A Trust Officer 
of a bank will be glad to assist you and 
your lawyer in working out the busi- 
ness and financial details of a sound 
estate plan. Your lawyer will accomplish 
legally your Will intentions. Arrange an 
appointment now! This information is 
sponsored in the public interest jointly 
by The Plainfield Trust Company and 
The Plainfield Bar Association.” 


A A A 


Life Insurance Hailed by 
Newspaper 


A sixteen-page supplement to the 
Charlotte News of May 5th devoted its 
entire space to the second annual Life 
Insurance Exposition sponsored by the 
Charlotte Life Managers Association 
and the Trust Departments of American 
Trust Co., Commercial National Bank, 
Union National Bank, and Wachovia 


Bank & Trust Co. 


The supplement appeared two days 
before the opening of the Exposition. 
Among its articles was a description of 
the program and of the sponsoring in- 
stitutions and associations; a variety 
of informative pieces on life insurance 
including pension programs; an expla- 





(sense ancillary service for out-of-state attorneys, 


banks, and trust companies. 


If you have customers moving to Florida, we will 
be pleased to provide them wi h complete Trust service. 


THE ATLANTIC NATIONAL BANK of JACKSONVILLE 


Jacksonville, Florida 


Established 1903 


Member Federal Deposit Insurance Corporation 
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Chart demonstrating the tax effect on the distribution of an 
estate — one of the visual aids used by Mr. Hill, in the informal 
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discussions. 


nation of the use of life insurance for 
the “Protection of Business Interests 
for the Heirs” by J. P. Hobson, vice 
president and trust officer, Commercial 
National Bank; and a description of 
the “Life Insurance Trust” by B. W. 
Barnard, vice president and trust off- 
cer, American Trust Co. The “Estate 
Planning Team” was explained by 
Courtney R. Mauzy, vice president and 
trust officer, Wachovia Bank & Trust 
Co. 


All advertising in this supplement was 
from life insurance companies and 
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Selling Trust Service 
(Continued from page 494) 


The psychologists tell us that the 
human mind absorbs 87% of what it 
sees, 9% of what it hears and 4% of 
what it perceives via the other senses. 
Further, the intellect retains 1/5 of 
what it hears, 2/5 of what it sees and 
4/5 of what it sees and hears. In other 
words, when you use visuals, your 
chance of penetration is increased ten- 
fold, and when you combine the visual 
weapon with the verbal, the retention 
is increased 40%! 

Professionally prepared visuals, 
graphs, diagrams and clippings, are 
fine. The pen and pencil sketch done 
before the prospect is even better. Both 
make an ideal combination. Warning. 
A combat veteran never lays his weapon 
down in hostile territory. By the same 
token, veteran salesmen never give their 
visual weapons to the prospect. You may 
wind up looking down the wrong end 
of the barrel if competitive troops get 
into the action! 


Battleground 


The wise commander always selects 
the terrain most suitable to himself. A 
wise salesman does likewise. The pros- 
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pect is most vulnerable in his home, 
especially for closing. At home he’s re- 
laxed, his work is done and altruism has 
a fighting chance. 


Your office is the next best area. If 
possible, invite his wife. She’s the one 
who is mainly concerned and the one 
who controls the purse strings. She will 
be quite interested in knowing what the 
content of the purse will be after pro- 
bate. 


Luncheon interviews can be very 
effective if you have the knack of con- 
trolling the conversational circle. A 
luncheon interview can be a treat for 
the prospect or a Dutch-treat. 


The prospect’s office is satisfactory 
if free from distractions. If interrupted 
by the phone or a secretary, make a 
strategic withdrawal and attack another 
day. 


Overcoming Resistance 


Now let’s assume you are in the thick 
of the ‘firefight’. The resistance is really 
tough. This opposition is actually an 
aid to your advance and not an obstacle, 
if you are properly organized. If you 
know what to look for, this defensive 
activity will reveal your prospect’s exact 
position. This opposition arises because 
the prospect does not understand some 
aspect of your proposition or is mani- 
festing a natural reluctance to accept it. 


Since the objection is only the symp- 
tom of the real cause, a memorized pat 
answer is usually about as effective as 
an aspirin for a headache due to a brain 
tumor. You have to get behind the 


19 








objection to find the real cause. The 
technique is simple: 


1) Distinguish between the alibi and 
the honest objection and, 2) Control 
the latter by attacking the cause. To 
eliminate the alibi, you have to be able 
to recognize the ‘phoney’. If your ‘in- 
telligence’ is any good, you will have 
eliminated most of the phonies. How. 
ever, a few do slip through the best 
screening now and then. But they are 
fairly easy to spot. They are the people 
who “want to enjoy their money,” who 
“don’t want to leave a lot of money to 
somebody else,” who believe their wives 
and children “can work and shift for 
themselves.” Just seal the bunker up 
and by-pass it. You'll never get any- 
where. 


Five Basic Holds 


There’s only one real reason why the 
prospect won’t act, and that’s because 
he’s not afraid. So when you close in 
for the hand-to-hand stage of the fray, 
you have to maul him severely to pin 
him down. Here’s where emotional ju- 
jitsu comes into play. There are five 
basic holds which will enable you to 
throw the roughest foe. You actually 
use the weight and strength of his own 
feelings in this technique: 


1. Affection . . . love for someone. 

2. Imitation . . . someone else has it. 
3. Possession . . . desire to have. 

4. Pride ... delight in what they have, 


or think they have. 


5. Fear... anxiety over loss or suf- 
fering to self or family. 





OFFICES 


to serve you in and around 


Rochester, N. Y. 


LINCOLN ROCHESTER 


TRUST COMPANY 
Rochester 3, N. Y. 
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While he’s in this state of conflicting 
emotions, guide him out of his dilemna 
by making it easy for him to act. When 
you see your opening, use ‘implied con- 
sent’. It’s not natural for a client to 
say, “fine, I like the trust, where do I 
sign?.” Assume he’s ready to act by 
asking him when it will be convenient 
to see his attorney or to come into the 


bank. 
Seven Ways to End Battle 


If further appeal is necessary, aim for 


the heart, not the head. There’s a 
handolier of seven closing devices avail- 
able to persuade the prospect over to 
your proposition: 
1) Direct close ... “This guardian 
provision for your children is a must, 


don’t you think? Whom do you want 
for Guardian?” 


2) Alternate ... “Which is more 
important, flexibility for Mrs. X or 
her protection?” 


3) Legal ... “The next step is to 
see your attorney.” 
4) Summary “This is the 


shrinkage under the present arrange- 
ment; this is the saving under the 
proposed arrangement.” 


5) Reverse . . “Please describe 
what you think are the plan’s best 
points.” 


6) Reopen... “Have you consid- 
ered what the tax advantage means 
to your family?” 


7) Story ... Case histories from 
your Company’s files and from the 
newspapers to give you the leverage 
you need in applying your emotional 
jujitsu. 


He Gives 


Newcomers the Key to Georgia 


... but he’s not in Government 


FIRST \ 
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their use. 


-..in the center of Dixie 
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As a rule, if there are no objections, 
there is no close. They spoil the sale 
only if mishandled. All objections don’t 
have to be answered. Ignore or sidestep 
the irrevelant and the premature. And 
never pause—you only give the prospect 
opportunity to reinforce his defenses 
and perhaps call up reserve objections. 


You have the strategic advantage. No 
one prospect knows all the objections 
and isn’t practiced in objecting. On the 
other hand, you know that if the pros- 
pect is a man with moral fiber and a 
sense of responsibility, there is only 
one real objection. Don’t let the pros- 
pect get you off on taxes or inflation. 
Get him back to his problem, his hopes 
and his aspirations. Then single out his 
most acute need and blast away at it. 


Mopping Up 


When you have knocked out the 
opposition, don’t forget to ‘mop up’. 
This is the golden opportunity for your 
‘intelligence’ section to get into action. 
This is the time for you to confirm the 
benefits your client now enjoys as a 
result of your liberation and to exploit 
your success somewhat as follows: 


“You will recall that I said we sel- 
dom explain this service to anyone that 
we are not referred to someone who 
might profit by the same information. 
Who, among your business associates, 
for instance, would appreciate this type 
of work? A fellow who is going places, 
a man with a family who feels a sense 
of responsibility toward them like you 
do? Etc.” 


From this interrogation you can de- 









He’s The Man With a Plan for Trust Programs 


At The First National Bank of Atlanta, there’s a Man 
With a Plan who specializes in handling the estate 
problems of newcomers to the state—people referred to 
First National by our colleagues in Trust Departments 
all across the nation. 


If one of your customers is moving to Georgia, please 
send for free booklet, “Safeguarding Your Estate” for 


termine where to strike next. Each 
attack is a springboard for the next. 
In the final analysis, the sales war is 
nothing more than a series of closely 
coordinated, local sales attacks. 


Power but No Pressure 


The Organized Sales Presentation is 
aggressive but it is not offensive. It has 
power to spare, but it is not high 
pressure. You are not forcing the pros- 
pect to do anything. You are helping 
a man to make the right decision. 


If you tell the right story in a con- 
vincing way, if you know that a will 
or trust is acutely needed, you are really 
not fighting him. You are challenging 
him as you drive your sales attack 
home. You are with him, not against 
him. 


Speak freely, intensely, earnestly and 
without embarrassment. You speak as 
one man to another because the only 
issue involved is that he should make 
the right decision. The question of 
pressure really doesn’t enter the picture. 
Will or no will, trust or no trust, to 
urge a man to make the right decision 
is never pressure—it is always a friendly 
act. You have struck a mortal blow to 
the prospect’s worst enemies: inertia, 
indifference and procrastination. 


TRUST 
SERVICES 


The Pacific Northwest’s 
largest financial 
institution provides 
trust services in the 
State of Washington 
through 54 conveniently 
located banking offices. 
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Wilmington Trust Company 


Celebrates Semi-Centennial 


Fifty-year-old Wilmington Trust Com- 
pany originally opened its doors on July 
8, 1903. The first depositor arrived a few 
minutes after opening time, others came 
in before noon, the staff of two em- 
ployees was kept fully occupied and the 
Company was in business. Today the 
tellers handle half a ton of small change 
daily, not to mention 40,000 checks, each 
of which is photographed. 































































At the formal organization which took 
place six months earlier, T. Coleman du 
Pont was named president, Henry P. 
Scott vice president, and S. D. Townsend 
treasurer. Authorized capital was set at 
$1,000,000 and $500,000 of this was sub- 
scribed. In the fifty years that half mil- 
lion has grown to more than $21 million, 
with 1,684 stockholders, three-quarters 
of whom live in Delaware while the other 
quarter represent 27 states and 2 foreign 
countries. 


So important did the newly formed 
Company consider fiduciary business that 
when the first trust account was opened 
in 1904 the capital structure was revised 
to meet the Delaware requirement that 
all capital must be paid in if the bank 
were to qualify for the trust. 





First home of Wilmington Trust Co., once 
the parlor and dining room of a residence 
on Market Street. 


Since then the trust department has 
expanded until now it manages invest- 
ments for 1585 individuals, corporations 
and associations in 38 states and 10 for- 
eign countries. In addition, literally 
thousands of men and women, living in 
every state and abroad, are protected by 
the pension and profit-sharing trusts ad- 
ministered here. Both tax and trust laws 
in Delaware are favorable to non-resi- 
dents, with the result that Wilmington 
Trust differs from most banks of com- 
parable size in two respects: it handles 
an unusually large volume of corporate 
trust accounts and a large part of its 
business comes from non-residents. 


Among the personal trust accounts is 
a voluntary trust established in January 
1910, and still in operation after 43 
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years. The common trust fund, which 
the Company started in 1941, benefits 
598 individual trusts and has a current 
principal amount in excess of $17 million. 


The Company has called attention to 
its anniversary by special cachet on its 
stationery and the publication of a 
4%” x 6” booklet bearing the date “1903.” 
The first half devotes alternate pages to 
general news and trust company news in 
1903. The first automobile crossed the 
continent in 52 days... Tallulah Bank- 
head was born... the Curies discovered 
radium ... hams were 15 cents a pound. 
News about the trust company was chief- 
ly in the form of reproductions of con- 
temporary newspaper paragraphs. The 
second half of the booklet describes Wil- 
mington Trust as it is today ... the 
volume of its business and the various 
services offered, as well as the “extra” 
advantages provided for the customers. 
The material throughout is printed in 
short paragraphs, factual and sprinkled 
with humor. 
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U. S. Trust Staff Magazine 
Features 100th Anniversary 


Photographs of all the present trustees, 
officers and employees adorn the Centen- 
nial Issue of United States Trust Com- 
pany of New York’s Staff Magazine, 
making it at once a valued memento for 
the men and women “who today give life 
and vision to this institution,” and a 
permanent record for future generations. 
The past is summed up in a few bank 
statistics (cf. April T&E, p. 246) and 
the reminiscences of “old-timers,” while 
the future is faced with both serious re- 
solve and a humorous look at the “busi- 
ness leaders of A.D. 2003.” 


Three “old timer” records are hailed 
in the Magazine. A facsimile of a letter 
written by president Benjamin Strong to 
Miss Hattie F. Abercrombie of Brookline, 
Mass., points out that she has owned 
certificate no. 846 for sixty shares of 
capital stock ever since it was first placed 
in her name in 1874. No living indi- 
vidual has held the stock for a longer 
period. The bank’s oldest client, Horatio 
Adams, will celebrate his 100th birthday 
this year, and U. S. Trust saluted him 
“as one centenarian to another,’ and 
printed a full page portrait. The oldest 
active employee in point of _ service, 
Nicholas A. Mullins, reviewing 45 years 
with the trust company, recalled that the 
bank panic of 1907 began on his first 
day with U. S. Trust. He was on duty 
also at the time of the Wall St. bomb 
explosion in 1920, and was instructed to 
find out who caused the explosion and to 
have the answer in thirty minutes. “The 
F.B.L,” he writes, “has been trying 33 
years to come up with the solution.” 


Closing its pages “with a thought for 
the future,” the Magazine states that 
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“Read me that part again where I disinherit 


all my relatives.” to par 

From U. S. Trust Co. Staff magazine. sidera 

sup @: 

“our photographer has been able to se- Acts t 
cure a glimpse of that future day through ale o 
interviews with some representatives of timely 
business. We reproduce his impressions itable 


on these pages. We have the feeling 
somehow that mankind will not change 
much in the century to come. See if you 
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agree...” Three pages of baby pictures §) 
follow, with appropriate captions. aa 
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New York State Bankers Names Thes 
Trust Secretary priman 


bea v 
Charles E. G. tiene 
Lloyd has been ihe 
sphere 
named Secretary of chapte 
the Trust Division latins 
of the New York ine tos 
State Bankers As- 
sociation, it has 
been announced by New 
William T. Haynes, ual 
. Trust Division JosI 
Chairman, and Vice President of Marine NEV 
Trust Co. of Western New York, Buf- pong 
falo. The Trust Division represents the 
222 trust departments. 
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Mr. Lloyd has had nine years of legal 
and business experience, specializing in 
wills, estates, trusts, and corporate mat- 
ters, with two leading New York law 
firms and two corporations — Davies, 
Auerbach, Cornell and Hardy; and Bald- lL J 
win, Todd, and Lefferts; American Brake Pat © 
Shoe Company and Prentice-Hall Ine. brinch 
As a trust solicitor at the Rutherford [J wi 
(N. J.) Trust Co., he analyzed, drew es- [Pen 
tate plans and completed 34 cases with 2 J 
property values of more than $4 million lms 
during a six-months’ period. Since April 
1951, Mr. Lloyd has been associated with 
Kennedy-Sinclaire, Inc., where he as- 
sisted in the training of trust new-busi- 
ness men. 
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Mr. Lloyd is a graduate of Lawrence- 
ville School, Princeton University and 
the University of Virginia Law School. 
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CURRENT LITERATURE NOTES 


Books 


Major Tax Problems of 1953 


Edited by JOHN W. ERVIN. Matthew Bender 
& Co., Albany 1, N. Y. 688 pp. $14. 


Based on lectures before the fifth Tax 
institute sponsored by the University of 
Yuthern California School of Law, this 
wume contains 27 extended and foot- 
mted papers on a wide range of current 
tux topics. The first group are concerned 
yth problems peculiar to corporations, 
including the excess profits tax. The next 
fw articles deal with employee benefit 
jans, with specific attention to executive 
wmpensation. 


Two especial practical chapters relate 
partnership matters; one suggests con- 
iderations in drafting family partner- 
tip agreements under the 1951 Revenue 
Act; the other covers the purchase and 
vle of partnership interests. Another 
timely subject is the planning of char- 
iable foundations. 


More directly related to the fiduciary 
ux filled are papers on renunciation (in- 
ome, gift and estate tax problems) ; the 
Powers of Appointment Act of 1951; and 
tx aspects of life insurance incident 
ti divorce or separation settlements. 


These annual volumes, representing 
pimarily Western talent, have come to 
ha valuable addition to the tax prac- 
tiioner’s library. In his own personal 
ghere, he may find most useful the 
capter on Section 107, discussing the 
inreasingly litigated question of spread- 
ing long-term compensation. 


Nw York Domestic Relations Man- 
ual 

JOSEPH HAWLEY MURPHY, RUSSELL E. 
NEWKIRK & JOHN J. O’BRIEN. Newkirk 
Associates, Inc., Albany 7, N. Y. 1016 pp. 
$16.50. 

Lest the reader wonder why such a 
tile should be reviewed in T&E, we 
hsten to add the subtitle “with Wills — 
lusts — Powers of Appointment.” The 
Wlume embraces three outstanding 
fatures : 


l. Recognizing the tremendous im- 
Pat of statutory development in this 
bench of the law, the authors correlate 
the widely scattered statutes in a com- 
Prhensive, cohesive text. 


. Income, gift and estate tax pro- 


kms incident to domestic relations, wills 
Pil trusts are analyzed, both Federal 
Ad New York State. 


i Edited forms reflecting both pro- 
‘ural and substantive law cover the 
Sut of situations in this field. 


this manual verily belongs “at the 
ad” of the draftsman. 
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Shares of Upper Income Groups in 
Income and Savings 
SIMON KUZNETS. National Bureau of Eco- 


nomic Research, 1819 Broadway, New York 
23. 768 pp. $9.00. 


The revolutionary changes that have 
occurred in size distribution of the 
broadly expanded national income over 
forty years are investigated and pre- 
sented in this comprehensive study. It 
gives in support of its findings more 
than 100,000 statistical items on the top 
7 per cent of income receivers over years 
from 1913 to 1948. 


Dr. Kuznets, who is Professor of Eco- 
nomics and Statistics of the University 
of Pennsylvania and a world authority 
on national income, sets forth details and 
analyzes the effects of factors such as 
full employment, shifts from property 
to service incomes, shifts between in- 
comes of farmers and of urban popula- 
tion, the changes within the distribution 
of employee compensation, the increased 
burden of progressive taxation, as well 
as the large and sustained rise in prices 
and lowered return in fixed-income se- 
curities. Also considered are social char- 
acteristics of income recipients and place 
of residence. 


Also examined are other characteris- 
istics that furnish clues to factors that 
on the production side explain why rela- 
tively small groups at the top levels 
get such a large proportion of total in- 
come; and the conditions that on the ex- 
penditure side help to translate inequal- 
ity in the distribution of money receipts 
into inequality in shares of real income. 

Altogether the data collected and con- 


clusions reached by Dr. Kuznets present 
valuable basic information on income and 


STAMATY 


savings and for new studies. Meanwhile 
the report is a major contribution toward 
the understanding and control of the 
business cycle. G. G. 


CURRENT ARTICLES 


Payments by Partnership to Former 
Partners or Their Estates, by Paul Lit- 
tle: Taxes, June (214 N. Michigan Ave., 
Chicago 1; 60¢) 


Conflict of Laws and Administration 
of Decedent’s Real Estate, by Edward 
S. Stimson: Vanderbilt Law Rev., April 
(Nashville 5; $2) 


The Form of Wills (from conflict of 
laws viewpoint), by Ernst Rabel: Jbid. 


a 2 - 


Where There's A Will 


FREDERIC A. DELANO, who headed three 
railroads, served the Federal government 
under four presidents (one of whom was 
his nephew Franklin D. Roosevelt), and 
drafted the plan for the development of 
the Washington metropolian area, left 
an estate estimated at over $700,000 in- 
cluding a valuable farm residence in New 
York State which he devised to his daugh- 
ters, one of whom predeceased him. To 
the survivor of the daughters he gave 
$15,000 to be distributed in her absolute 
discretion among the most deserving of 
Mr. Delano’s old or ex-employees. Each 
grandchild will receive $2,500. 


The will created a trust of $40,000 to 
pay $400 annually each to the testator’s 
secretary and accountant. A _ codicil 
changed this provision to ouright be- 
quests of $10,000 each. All of these be- 
quests are to be free of taxes. The resi- 
due was divided into 11 parts, five each 
to the daughters and one to a named 
granddaughter. The executors are the 
surviving daughter and American Secur- 
ity & Trust Co. of Washington, D. C. 


“Since your aunt’s wealthy cat left no will the whole estate goes to 
next of kin.” 





Courtesy of Case and Comment, published by Lawyers Co-operative Publishing Co., Rochester :: 
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Montreal 
Edmonton 


PROPERTY 
IN 
CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 


and transfer of 
American owned 
property in 
Canada. 


Enquiries Invited 


NATIONAL 
TRUST 
COMPANY 
LIMITED 


20 King Street East 


Toronto, Canada 
Hamilton 


Vancouver 


Calgary 


Assets Under Administration 


$392,000,000 


Annual Report on Request 





Winnipeg 
Victoria 


RIGHTS OF NON-RESIDENT TRUST COMPANIES TO ACT 
AS FIDUCIARY UNDER LAWS OF VARIOUS STATES; 
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Contingent Insurance Trust in 
Estate Planning 


Six important reasons why an indi- 
vidual is reluctant to discuss the sub- 
ject of estate planning were given by 
—. W. Nippert, vice president, Fifth 
third Union Trust Co., Cincinnati, in 
m address on June 24 before the Phila- 
ielphia Chapter, Chartered Life Under- 
writers. Mr. Nippert listed these six 
factors : 


(1) Estate planning is associated 
yith death in an individual’s mind, (2) 
he feels that his present plan is a good 
me, (3) he doesn’t honestly know how 
he’s going to dispose of his property, 
(4) he is often ignorant of the benefits 
of sound estate planning, (5) he has 
) not found someone in whom he will di- 
) wilge the necessary confidences, and 
(6) he feels that it will cost money now 
—even though future savings will de- 
velop. 


z°~ 
ans 


& 10) 


Mr. Nippert pointed to four errors 
t0 be avoided in estate planning: 
(1) failure to obtain an accurate asset 
jinventory before doing any planning, 
| (2) failure to co-ordinate the tax clauses 
) fin the will, if any, with the additional 
facts and wishes of the owner, (3) fail- 
ure to ascertain liens on assets, and 
(4) failure to consider the income tax 
status of recipient of property. 
7 Mr. Nippert discussed at considerable 
lngth the contingent life insurance trust 
which he listed as an estate planning 
tool along with the testamentary trust, 
the living trust, the life insurance trust, 
'ad the business trust. He pointed out 
‘that the requirements of minor children 
| ae not susceptible to long-range plan- 
Fiing and that, therefore, if children are 
orphaned, the discretionary powers of 
ihe corporate trustee under a contingent 
life insurance trust are ideally suited 
Timenfy ° Changing needs — much more so 
s tha ‘tan life insurance options. The contin- 
ch arf gent life insurance trust is designed to 
» ‘o-ordinate the entire life insurance pro- 
Rie te for the child under the trust. Mr. 
| \ippert also emphasized the importance 
tas Hof having a family advisor work with 
pomp the trustee in order to serve the best 
a. f itterests of the children, and the writ- 
2 of #7) ing of personal letters by the parents 
stee to the children explaining their motives 
- |} setting up the trust. 
> Mr. Nippert listed these 10 basic 
Principles of estate planning: (1) get- 
ting complete information concerning an 
tate before making recommendations, 
(2) ascertaining the objectives and how 
they are to be achieved, (3) protecting 
Interests of primary beneficiaries to the 
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exclusion of secondary beneficiaries, 
(4) keeping important parts of plan 
as flexible as possible, (5) providing 
sufficient liquidity for taxes and other 
costs, (6) making sure the trustee has 
broad powers, (7) limiting duration of 
trust-to reasonable period, (8) not sug- 
gesting gifts unless age and assured 
status of estate owner makes the idea 
appropriate, (9) save taxes wherever 
possible, and (10) subjecting estate 
plan to periodic reviews. 

a. 2° Ss 


Canada Trust Association Issues 
Guide to Pension Fees 


The Trust Companies Association of 
Canada’s “Guide to Services and Mini- 
mum Fees in Trusteed Pension Plans 
and Profit-Sharing Plans” lists Ordinary 
Services and Fees, and recommends spe- 
cial charges for extraordinary services. 


The ordinary services include (a) re- 
ceipt and investment of contributions 
from employer, or employees and em- 
ployer; (b) supervision and manage- 
ment of investment portfolio; (c) safe- 
keeping of securities; (d) collection of 
capital and income; and (e) handling 
accounts, records, and periodic state- 
ments relating to the fund. 


The circular suggests that fees be 
based on the book value of investments 
at the end of the charge period, and at 
the following rates: 144 of 1% on the 
first $2 million; 144 of 1% on the next 
$3 million; and 1/20 of 1% on amounts 
in excess of $5 million. There is a mini- 
mum fee of $150 annually applicable to 
approved plans covering 100 or more 
employees. 


Charges for maintenance of individ- 
ual accounts, preparation of income tax 
returns with respect to payments made 
to pensioners, or other special services 
are recommended to be made “com- 
mensurate with work and responsibility 
involved.” Issuance and delivery of pen- 
sion or profit-sharing cheques are set 
at a minimum of 15c each, and all out- 
of-pocket expenses are in addition to the 
regular fee. 

The Association recommended that 
the rate schedule outlined above com- 
mence with the current year for new 
business and that its application to ex- 
isting business should be discretionary. 


A a & 
HARRISON TO RETIRE FROM N. Y. LIFE 


George L. Harrison, chairman of the 
board of New York Life Insurance Co., 
will retire at the end of the current year. 
Devereux C. Josephs will succeed him, 
and Clarence J. Myers will succeed Mr. 
Josephs as president. 


Complete 
Fiduciary 
Service 





Home Office ¢ Phoenix 

Thirty-three full-facility 
offices in 11 of Arizona’s 14 
counties— serving an area 
that embraces 90% of the 
state’s population—enable 
us to offer you state-wide 
service on all your fiduciary 
matters in Arizona. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 


~ VALLEY © 
NUNIT OND Wie 
BANK 


LARGEST BANK IN THE ROCKY MOUNTAIN STATES 






Complete Fiduciary 


Service 


UNION PLANTERS 
NATIONAL BANK 


Since 1869 
MEMPHIS, TENNESSEE 


Capital Surplus and Undivided 
Dividends Over 20 Million Dollars 


Member Federal Deposit Insurance Corporation 














ECONOMICS OF CAPITAL 
Corporate Ads of the Month 


UNDER THE TITLE, “The Truth about 
Higher Interest Rates,” Guaranty Trust 
Co. of New York has published a full 
page ad quoting from the June issue of 
its Guaranty Survey an explanation of 
the relationship between higher interest 
and free markets... a subject which “20 
years of government controls (may) have 
caused Americans to forget.” 


“The supply of and demand for money 
can never be balanced at a fixed interest 
rate,” it says. “If the interest rate is 
set too low, demand will increase, and 
the only way to keep the rate low is 
through a continuous and unlimited ex- 
pansion of the money supply. That is in- 
RO act % 


“The Federal Reserve exercises no di- 
rect control over rates ... Interest rates 
are determined by the market — by the 
demand for and supply of loanable funds 

“The Federal Reserve has no direct 
control over the demand for such funds. 
It influences the supply, and its actions 
affect demand only to the extent that the 
resulting fluctuations in interest rates 
may encourage or discourage borrowing.” 


Commenting on the “widespread mis- 
conception . . . that banks and other 
lending institutions are the principal 
beneficiaries” of the higher rates, the ad 
reminds the reader that “money has like- 
wise been loaned to the Government by 
millions of small holders of savings 
bonds, who have found that they made 
a bad bargain when they responded to 
patriotic appeals for their savings, be- 
cause the value of the invested dollars 
shrank faster than the number of dol- 
lars increased.” Pensioners and others 
dependent on fixed incomes are likewise 
affected. 


Critics who fear that tight money will 
bring on a recession should remember 
that tight money “will check the ex- 
uberance of the boom, and thereby ease 
the recession when it comes. If there is 
a business recession, it will be the re- 
sult of a preceding over-expansion.” 


“Actually the rise in interest rates is 
simply one manifestation of the return 
to free markets” the ad concludes, and 
expresses the conviction that “an ade- 
quately informed public will not hesitate 
to accept the inconveniences incident to 
free markets in preference to the im- 
measurably greater evils of chronic cur- 
rency inflation on the one hand or eco- 
nomic regimentation on the other.” 


Latest in the series issued by Basic 
Refractories Incorporated comes a rebut- 
tal of the “parlor pinks and _ leftist 
philosophers who claim that America is 
being strangled by large corporations.” 
This ad contrasts in text and picture the 
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ROAD TO $100,000,000 
From First National Bank of Chicago ad. 


“monopoly of Teddy Roosevelt’s day” 
with: a) the telephone company which 





enables a mother to talk with her soldier 
son in Japan at $12 for three minutes, 
when 15 years ago it cost $30, and 29 
years ago was impossible; b) an automo. 
bile company — America’s second larg. 
est industrial corporation — which pro. 
duces a better car now when less than 
a dozen companies are making them 
than those produced a generation ago 
when twice as many companies were 
operating; and c) the world’s largest 
chemical company, which enables a wo- 
man to buy nylon if she wants it, but 
does not restrict her freedom to choose 
silk, wool, cotton or other fabric. 


The relation between banking and 
other business is set forth in the First 
National Bank of Chicago’s ad, “The 
Road That Led to a Hundred Million 
Dollars,” telling the story of a retail 
merchant’s success. He came to Chicago 
at 18 with a sample case under his arm, 
later obtained a store of his own, reached 
the point of expansion and turned to 
the bank for financial resources. After 
going over his books and talking with 
him of the future, the bank suggested a 
loan “twice the size the merchant had 
hoped to get.” Every month for 27 years 
he brought in his books, whether he 
owed money to the bank or not, as his 
way of “helping the bank help him.” The 
little store is 16 big stores now with a 
net worth in excess of 24 million dol- 
lars. “And the road that ran to the 
bank, and through it, to a hundred mil- 
lion dollars in sales has been a road to 
dreams wonderfully realized.” 





CAPITALABOR TEAM 


HANOVER PUBLISHES BOOKLET 
ON BANKING CAREER 


In an effort to get banking’s story 
across to college men, The Hanover Bank, 
New York, has distributed a new eight 
page, illustrated booklet, “Banking — 
Today’s Career,” stressing financial re- 
wards and advancement opportunities. 
The booklet pinpoints the experience of 
college graduates in the banking industry 
and refutes the misconception that bank- 
ing does not offer the financial rewards 
and opportunities found in other indus- 
tries. Distribution was to college place- 
ment bureaus, heads of university busi- 
ness and economics departments, and the 
banking industry. 


The Hanover said it published the 
booklet in the interest of banking and 
would grant permission for its use to any 
bank or banking association which could 
adapt it to their own needs. 


EMPLOYEE TRUST Buys CONTROL 
OF RESEARCH FIRM 


The employees’ trust of Arthur D. Lit- 
tle, Inc., has acquired controlling inter- 


est in the company, the largest industrial 
research organization of its kind, through 
an offer to purchase the shares of com- 
mon stock of individual holders. Presi- 
dent Earl P. Stevenson said that there 
will be no change in the company’s man- 
agement or methods of operation, adding 
that “Although majority control of a 
company by its employee-retirement trust 
is an almost unique form of ownership, 
we feel it is particularly appropriate to 
a personal-service organization, com- 
posed largely of professional personnel.” 


The company established an employees’ 
profit-sharing retirement trust some time 
ago, of which all employees are members. 
Each year a fixed proportion of earnings 
is contributed irrevocably to this trust, 
which holds and invests these funds for 
the benefit of the employees. Investment 
of funds in Arthur D. Little, Inc., itself, 
creates an even closer bond between the 
staff and the Company. 


ECONOMIC FILM “BACKFIRE” 


The fifteen minute film, “Backfire,” pro- 
duced by the American Economic Founda- 
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tion in cooperation with the Princeton 
Film Center, Inc., as a study of “the ma- 
terial and spiritual aspects of basic eco- 
nomics” for use in factories, schools, 
clubs and associations, has not only won 


# awards from the Cleveland film festival 


and from Freedoms Foundation, but has 
circularized signed comments that reveal 
the broad usage and enthusiastic recep- 
tion which this film has enjoyed. 


The letters reveal that the film has 
actually been used with groups in all 
sections of the country and representing 
supervisory personnel, employees gener- 
ally, employee communities (through 
shools and organizations), luncheon 
dubs, civic organizations, farmers and 
church groups. Here are a few of the 
comments: “Especially praised by the 
educators” .. . “‘We have shown the film 
in most of our 91 cities . . . and feel 
that the purchase of the film was a very 
sood investment”... “has been presented 
0 1500 school children 12 years or older” 
... “does an excellent job of combat- 
ting some of the evils of communism” 

. “engendered quite a lot of excite- 
ment on the part of our top manage- 
ment” . . . “well received by our em- 
jloyees and provokes much comment” 
... “we offer to any of our employees the 
ue of the film. The response to this 
iffer has been considerable” ... “does a 
great deal to combat socialistic trends.“ 


(CORPORATION EXECUTIVE TURNOVER 
(NE THIRD ABOVE PRE-WAR RATE 


Maintaining a capable management 
tam in the post-war period of business 
expansion absorbs up to 30% of top level 
time, with industries adding executives 








CHASE BOOKLET DESCRIBES 
RETIREMENT PLAN 


Illustration from 64-page brochure describ- 
ing new employee benefit plan put into ef- 
let by Chase National Bank, New York, 
ad distributed to the bank’s 9,600 staff 
mmbers. The booklet explains the various 
bsibilities open to the employee, and then 
{wotes in full the terms of the retirement, 
family benefit and thrift incentive plans. 
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at a 46% faster rate and losing then at 
a 29% faster rate in the postwar period 
than in the prewar. Deaths and retire- 
ments run about the same and account 
for some 56% of losses. Most of the 
remaining losses occurred for one or 
more of four reasons: to step up im- 
mediately to a bigger job with more re- 
sponsibility; to find greater opportunity 
for future growth; to obtain increased 
income; or to terminate an unhappy situ- 
ation involving policy differences. 


These conclusions are the result of re- 
search conducted by Booz, Allen & Hamil- 
ton, Chicago management consultants. 
The studies covered 1,000 positions in 
100 companies representing 14 major in- 
dustries, and having 1952 sales volumes 
ranging from 50 million to several bil- 
lion dollars. Job-seeking executives to the 
number of 422 were interviewed — from 
presidents to department heads — to 
learn why they were moving. 


Suggestions for reducing the volume 
of turnover follow the lines of long 
range company planning, sound and fliex- 
ible organization, a definite executive 
selection and training program and a 
modern plan of executive compensation. 


A A A 


Guide to Effective 
Stockholder Relations 


A book prepared by analysts which 
tells a company executive how to deal 
effectively with analysts is as valuable 
as it is rare. A unique one is the 58- 
page manual, “A Company Guide to Ef- 
fective Stockholder Relations,” written 
by a group of security analysts, under the 
chairmanship of John F. Childs, vice 
president and head of the utility depart- 
ment of Irving Trust Co., New York. 
Contributions were also made by corpo- 
rate executives and members of regula- 
tory agencies. The growing importance 
of the professional analyst in any stock- 
holder relations program, and the need 
for practical guidance in this area of 
financial management, brought a decision 
to make the report available through the 
American Management Association. 


The book contains general advice and 
suggestions for good company relations 
with analysts which reflect the point of 
view of A.M.A.’s advisory committee as 
well as that of the analyst group. In ad- 
dition there are chapters on the Essen- 
tials of a Balanced Program, by Emery 
N. Cleaves, vice president of Celanese 
Corporation of America, and on How 
One Company Fits the Analyst Into Its 
Stockholder Relations Program, by A. 
F. Tegen, president General Public Util- 
ities Corp. 


The brochure is practical on every 
page, a real guide and time-saver in im- 
proving stockholder relations both at the 
time of a financial offering and in the 
long run. 
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Do You Want Help 


About 
FLORIDA? 


Banks in all parts of the coun- 
try can rely on The First Na- 
tional Bank of Miami for full 
cooperation — in solving the 


estate and trust problems of 


customers haying—or contem- 


plating — Florida residence. 


Your inquiry is invited. 
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The 


First National Bank 
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TRUST PERSONNEL CHANGES 


Birmingham 
First NATIONAL 
BANK 


ALABAMA 


At the request of the bank’s directors, 
Lt. Gen. John C. Persons, who became 
chairman of the board this past Jan- 
uary, also was elected president fol- 


lowing the death of James G. Hall. Robert H. Woodrow, Jr., 
was made trust officer. 


Douglas 
BANK OF 
DOUGLAS 


Los Angeles 
SECURITY-FIRST 
NATIONAL BANK 


Los Angeles 
UNION BANK & 
Trust Co. 


San Francisco 
AMERICAN 
Trust Co. 


San Francisco 
BANK OF AMERICA 
N.T. & S.A. 


San Francisco 


ARIZONA 


Mrs. Violet Stokes promoted to asst. 
trust officer. With the bank since 
1929, she has been asst. cashier and 
asst. trust officer since 1947. 


CALIFORNIA 


Harold Hardin, asst. trust officer, as- 
signed to the trust department of 
Pasadena branch. 


Samuel B. Burnham promoted to vice 
president in charge of the trust de- 
partment, succeeding Don R. Cameron, 
retired. 


Charles E. Fagg promoted to trust of- 
ficer and asst. secretary at the head 
office. 


William M. Webster promoted to trust 
officer at headquarters. 


Frank J. Brickwedel, vice president 


Atlanta 
First NATIONAL 
BANK 


Chicago 
City NATIONAL 


BANK & TrRusT Co. 


Chicago 
NORTHERN 
TRUST Co. 


Decatur 
MILLIKIN 
NATIONAL BANK 


Indianapolis 
INDIANA 
NATIONA’ BANK 


Des Moines 
IowA-DES MOINES 
NATIONAL BANK 


Boston 
SECOND 
NATIONAL BANK 


GEORGIA 
J. L. Hill advanced to asst. trust of. 


ficer; formerly trust administrative | 


assistant. 


ILLINOIS 


R. E. Lenington promoted to trust offi. 
cer, from asst. trust officer. 


Theodore E. Friedman, in the trust 
department, named assistant secre- 
tary. 


Charles H. Ruedi, vice president and 
trust officer, named chairman of the 
board. 


INDIANA 


G. Dana Chandler appointed asst. 
trust officer. Formerly asst. cashier in 
the trust department. 


IOWA 


James D. Kempkes elected asst. trust 
officer. 


MASSACHUSETTS 


Formerly asst. vice president and 
trust officer, J. Philip Smith elected 
vice president. He is in charge of the 
department’s research and security 





WELLS Farco BANK and trust officer, and Percy A. Wood, 
& UNION Trust Co. trust officer, retired. The former’s re- 
tirement comes after a half century 
of service with the West Coast’s oldest trust company. In 
1915 he was admitted to the California Bar, and became vice 
president in 1924. Wood practiced law from 1908 to 1915, 
when he joined the trust department. For many years he has 
been in charge of the bank’s Living Trust Division. 


CONNECTICUT 


Hartford 
HARTFORD CONNEC- 
TICUT TRUST Co. 


H. Blake Bent, formerly asst. secre- 
tary in investment division, named 
trust officer; Clinton O. Jackson and 
Richard G. Kinscherf made asst. secre- 
taries in the trust department. William C. Bose, trust officer, 
retired. 


FLORIDA 
Orlando Charles W. Earle elected vice presi- 
First NATIONAL dent. For many years in the adver- 
BANK tising and public relations field, Earle 


has for the last nine been vice presi- 
dent of Muir & Co., a financial advertising agency in New 
York City. 


TRUST INVESTMENT OFFICER 


Are you qualified to direct the invest- 
ment program of a progressive trust 
department? Bank in large, mid-western 


city seeks official with ability, personality 
and ambition. 
Send details to 
Bex H-37-3, Trusts and Estates 
50 East 42nd St., New York 17 


Reply to 


538 


Wanted 
RETIRED TRUST OFFICER 


Full or part time for Central Bank & 
Trust Company of Miami, Florida. 


Chas. A. Morehead 
228 N.E. Second Ave. 
Miami, Florida 





analysis department. 


Boston Eldon C. Swim and Howard B. Phillips 
STATE STREET promoted to asst. vice presidents; 
TRUST Co. Lewis A. Armistead made asst. secre- 


tary; and Leonard G. Locke, asst. trust 
officer. All are members of departments responsible for the 
constantly expanding services the bank renders to various 
Investment Trusts and their Cumulative Investment pro- 
grams. 


Worcester Herbert V. Lindsay, Jr., promoted to 
WORCERTER COUNTY trust officer and assistant treasurer in 
Trust Co. charge of the tax and operating di- 


visions of the trust department. He is 
presently attending the Graduate School of Banking at Rut- 
gers U. 


MICHIGAN 
Detroit J. Edward McGowan, manager of real 
NATIONAL BANK estate division, elected vice president 
OF DETROIT and asst. trust officer; Edgar B. Gal- 


loway and Walter H. Gibson elected 
asst. vice presidents and asst. trust officers; Dic L. Dorney, 
tax division, and Warren M. Harvey, corporate trust, elected 
asst. trust officers. 





TRUST INVESTMENT OFFICER 


Substantial experience large institutions 
in Washington and Philadelphia. Quali- 
fied for personal trust investment manage 


ment. Interested in client relations. Age 
44, married and family. Strong educa- 
tional background. 

Box S-37-2, Trusts and Estates 

50 East 42nd St., New York 17 
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Worcester 





Muskegon 
ust HACKLEY UNION 
re. NATIONAL BANK 


HERBERT V. LINDSAY, JR. 


E. J. NICHOLAS A. J. KEARSHES 
New York New York 


Merrit W. Kimball, vice president, for- 
merly in charge of the trust depart- 
ment at the main office, will be in 
charge of the enlarged Muskegon 


Heights office. Succeeding him will be Donald S. Jones, who 


ind 
the 


sst. @ Minneapolis 
in NORTHWESTERN 
NATIONAL BANK 


ust # Elizabeth 
UNION COUNTY 
Trust Co. 


ind Newark 


joined the bank as a vice president on July first, having 
resigned as trust officer of LASALLE NATIONAL BANK, Chicago. 


MINNESOTA 


Howard C. Griffith, Robert M. John- 
son, and Leonard A. Nordstrom, ap- 
pointed asst. trust officers. 


NEW JERSEY 


President George W. Bauer elect- 
ed also chairman of the board suc- 
ceeding the late Clark McK. Whitte- 
more. 


Fred M. Merdinger, asst. secretary 
and asst. trust officer, named asst. 
vice president; and George G. Hughes, 
Jr., trust investment supervisor, ad- 


NEw MEXxIco 


Robert D. Blagg promoted to cashier 
and trust officer. 


NEW YORK 


Edmund J. Nicholas and Anthony J. 
Kearshes promoted from trust officers 


ted HOWARD SAVINGS 
the INSTITUTION 
‘ity ‘ 

vanced to asst. vice president. 
ips 
ts; 
re. @ Farmington 
ust First NATIONAL 
the BANK 
ous 
ro- 

New York 

MANUFACTURERS 

to Trust Co. 


‘in 


to vice presidents in the Personal 
Trust Department. Since 1930, when 


di- he joined the staff, Mr. Nicholas has been engaged in per- 


2 1S 


sonal trust new business development, and in recent years 


ut- & specialized in pension and profit-sharing trust promotion. He 
isa graduate of Creighton U. School of Law. For many years 
Mr. Kearshes, a graduate of Trinity College, was associated 


‘eal 
ent ® Riverhead 
ral- SUFFOLK COUNTY 
ted Trust Co. 
ey, 
ted 
Greensboro 
GUILFORD 


NATIONAL BANK 


Portland 
First NATIONAL 
BANK 


Juty 1953 


with Aetna Life Insurance Co. in pension and actuarial work. 


Terry R. Tuthill, trust officer, elected 
also executive vice president. 


NorTH CAROLINA 


J. R. Stannard, asst. trust officer, re- 
called as a Major in the Air Force, 
at El Paso, Texas. 


OREGON 


C. B. Stephenson elected president fol- 
lowing the resignation of F. N. Bel- 
grano, Jr., who recently was elected 
president and chairman of the board 


o£ Transamerica Corp. Robert C. Teegarden appointed asst. 
trust officer specializing in estate planning; formerly was 
Oregon supervisor for Bankers Life. 













) a A BONGARDT FRANK T. HOWARD W. W. DELAMATER 
Philadelphia Philadelphia Philadelphia 















































PENNSYLVANIA 
Philadelphia S. Francis Nicholson made vice presi- 
PROVIDENT dent, and is in charge of the bank’s 
Trust Co. Common Trust Fund. Nicholson joined 


Provident in 1923 after graduation 
from Harvard School of Business Administration, was ap- 
pointed trust officer in 1941, and asst. vice president in 1952. 


Philadelphia Among new vice presidents elected 
TRADESMENS LAND by the merged bank were: H. Town- 
TITLE BANK & send Bongardt and Frank T. How- 
TRUST Co. ard, in the trust department, and W. 


W. Delamater. Bongardt, former trust 
officer of Tradesmens National, is now president of the 
Corporate Fiduciaries Association of Philadelphia, a mem- 
ber of the executive committee of the Pennsylvania Bankers 
Association, Trust Division, and of the Board of Governors, 
Philadelphia Securities Association. Howard formerly was 
trust officer and asst. vice president with Land Title Bank. 
Delamater is in charge of advertising, publicity and public 
relations. He is a former chairman of the Pennsylvania 
Bankers Association Public Relations Division. 

Also appointed in the trust department were: George N. 
Joynes and Melissa Smith, trust officers; Thomas P. Stovell, 
trust officer and investment officer; and Donald Flanigan, 
real estate officer. 


RHODE ISLAND 


Providence T. Smith Curtis elected asst. trust 
INDUSTRIAL officer. He was formerly with Old 
Trust Co. Colony Trust Co. of Boston. 


SouTH CAROLINA 


Spartanburg Samuel M. Collins promoted to trust 
CITIZENS & SouUTH- officer at Spartanburg office. 
ERN NAT’L BANK 


SoutH DAKOTA 


Sioux Falls James T. Brick appointed asst. trust 
NATIONAL BANK officer. 
OF SOUTH DAKOTA 


TEXAS 
Dallas John M. Zuber, who resigned as head 
REPUBLIC of the trust department of American 
NATIONAL BANK National Bank at Indianapolis, Ind., 


elected vice president and trust officer 
of Republic National. Robert S. Davis and Robert R. Fergu- 





JOHN M. ZUBER ROBERT s. Davis 
Dallas Dallas Dallas 








son were promoted from trust officers to vice presidents and 


trust officers; and John H. McGinnis to trust officer. Zuber 
graduated from Ohio State U. with an L.L.B. degree, and 
practiced law before entering the trust business in 1937. 
Davis joined Republic in April of this year, having formerly 
been vice president and trust officer of First National Bank 
& Trust Co., Lexington, Ky. Ferguson became affiliated with 
the bank in 1946, and McGinnis in 1951. 


Victoria F. C. Urban, Jr., elected vice presi- 
VICTORIA BANK dent and trust officer. 
& Trust Co. 
VERMONT 
Burlington The newly created position of asst. 
CHITTENTON vice president was bestowed upon Wil- 
Trust Co. liam F. Fott, asst. trust officer. 
VIRGINIA 
Warrenton Lewis B. Stephenson, Jr., executive 
FAUQUIER vice president and cashier, succeeds 


NATIONAL BANK 


P. G. Marsteller who resigned from 
active duty as president and trust 


officer. The latter, however, remains a director and chairman 
of the discount committee, and retains his presidency. 


Seattle 
SEATTLE-FIRST 
NATIONAL BANK 


Charleston 
CHARLESTON 
NATIONAL BANK 


London 
RoYAL EXCHANGE 
ASSURANCE 





DOODOODOOODOOODODOOODODOODODOOODPOODOS 


TRUST 
EMPLOYMENT EXCHANGE 


DODDODODOODODOODODODOOOOODODODOOODODOPODOD 


DOOOOD 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and _ code 
number. 


Investment officer with long experience 
in large banks would like to return to 
trust business. See ad on page 538. 


Progressive trust department in large 
mid-western city seeks officer to direct 
trust investment program. See ad on 
page 538. 


Small trust department in Virginia 
bank with $30,000,000 resources, located 
in prosperous residential and industrial 
area, needs experienced trust executive 
as head. Estate planning, new business 
and administrative background desirable; 
legal training unnecessary. Fullest co- 
operation from management seeking to 
activate trust service. Salary approxi- 
mately $10,000. 37-3 


Bank in Texas oil and ranch center 
seeks younger trustman to reorganize 
and head trust department. Excellent 
opportunity to develop in progressive 
community. Salary about $8,500. 37-5 


Part or full time openings available in 
Florida to retired trust officers. See ad 
on page 538. 


Excellent opportunity exists for quali- 
fied young man in rapidly growing trust 
department (just under $10 million) 
where there is no employee in line for 
top executive ‘position. 36-1 
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BANK MERGERS, TRUST POWERS 
GRANTED 


Boise & Idaho Falls, Idaho—IDAHO 
FALLS NATIONAL BANK, Boise, has bought 
the AMERICAN NATIONAL BANK, in Idaho 
Falls. 


Chenoa, Ill.—Trust powers have been 
granted to the NATIONAL BANK OF 
CHENOA as of June 26, 1953. 


North Platte, Neb. — NorTH PLATTE 
Trust Co. opened for trust business ex- 
clusively, at 611 N. Dewey Street. B. B. 
Watson is president. 


Cleveland, Ohio—Negotiating commit- 
tees of the UNION BANK OF COMMERCE 
and the CENTRAL NATIONAL BANK have 
agreed to recommend their merger, under 
the title of UNION CENTRAL NATIONAL 
BANK. The combined institution would 
have assets of more than $675 million, 
and would rank among the first 30 com- 
mercial banking institutions. 


Media & Swarthmore, Pa.—Consolida- 
tion of First NATIONAL BANK of Media 
and SWARTHMORE NATIONAL BANK & 
Trust Co. has been approved by stock- 
holders and the Comptroller of the Cur- 
rency. The new bank will be known as 
First NATIONAL BANK of Delaware 
County, at Media. 


Philadelphia, Pa. — Stockholders of 
LIBERTY TITLE & TRusT Co. and the REAL 
EsTATE TRUST Co. approved merger of 
the two institutions, to be known as 
LIBERTY REAL ESTATE BANK & TRUST 
Co., with Frank C. Robert, Jr., as chair- 
man; Charles S. Krumrine, president; 
Albert T. Mason, executive vice presi- 
dent; and Thomas A. Bracken, Jr., vice 
president in charge of the trust depart- 
ment. 


Philadelphia, Pa.—Stockholders of the 
NATIONAL BANK OF GERMANTOWN & 
Trust Co. approved its merger into the 








WASHINGTON 


Samuel J. Neterer, trust officer, re. 
tired after 30 years of service. He js 
a past president of the Seattle Asso. 
ciation of Trust Men. 


WEST VIRGINIA 


Kermit E. Hundley elected asst. trust 
officer succeeding Andrew S. Alexan- 
der, Jr., who resigned to enter private 
law practice. 


ENGLAND 


B. S. Latham and A. H. B. Rodyk ap- 
pointed joint managers of the Trustee 
and Executor Department succeeding 
W. Bidwell, retired. 


GIRARD TRUST CORN EXCHANGE BANK. 
The Germantown bank will then become 
a branch office of Girard Trust, on Sep- 
tember 14th. 


A A A 
IN MEMORIAM 


FRED E. BATES, vice president in trust 
department of CONTINENTAL ILLINOIS 
NATIONAL BANK & TRUST Co., Chicago. 


JAMES A. DISMUKE, vice president and 
comptroller, VALLEY NATIONAL BANK, 
Phoenix, Arizona. 


WILLIAM A. DIXON, vice president and 
trust officer, WHITNEY NATIONAL BANK, 
New Orleans. 


D. WAYNE GALLAGHER, trust officer of 
EVERETT TRUST & SAVINGS BANK, Ever- 
ett, Wash. 


JAMES G. HALL, president and former 
board chairman of the First NATIONAL 
BANK, Birmingham, Ala., and Oscar W. 
WELLS, who also was formerly chairman 
of the bank’s board. 


A. L. LATHROP, director, past vice 
president of UNION BANK & TrusT Co., 
Los Angeles, and organizer of its trust 
department in 1918. President of Cali- 
fornia Bankers Association, 1935-36; 
chairman of the Independent Bankers 
Association of the 12th Federal Reserve 
District; president of Los Angeles Art 
Institute. 


WALTER L. POPE, assistant trust officer 
of MERCANTILE TrusT Co., St. Louis, Mo. 


Dwicut K. Tripp, vice president and 
formerly corporate trust officer of SAN 
FRANCISCO BANK of San Francisco. 


WarREN B. UNBEHEND, president and 
formerly vice president and trust officer 
of LINCOLN NATIONAL BANK & TRUST 
Co., Syracuse, N. Y. 
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953 STATE LEGISLATION ON TRUST AND ESTATES" 


ARKANSAS 


Act 32: Amends provisions respecting 
publication of notice of appointment of 
personal representative. 


Act 349: Prescribes regulations for the 
conversion, consolidation and merger of 
national and state banks, and provisions 
as to the effect of conversion, consolida- 
tion or merger upon the trust powers of 
the resulting institution, and upon the 
designation of the merging institutions 
in a will or trust agreement. 


CONNECTICUT 


S.B. 90: Extends prudent investor rule 
to guardians and conservators as well 
as trustees. 


H.B. 425: Extends power to release or 
assign mortgage to conservators and 
guardians of non-residents, as well as 
to personal representative or trustee of 
non-resident decedents. 


H.B. 1118: Amends statute governing 
garnishment of trust income; extends 
application to non-resident beneficiaries 
upon proper notice. 


Act 55: Provides that in filing inheri- 
tance tax inventory, transfers involving 
insurance or annuity contract may be re- 
ported in summary instead of full con- 
tracts. 


Act 240: Repeals tax on intangible 
personal property, in limited instances 
in which tax was applied, and repeals 
Ch. 103 of general statutes requiring 
fling by executor or administrator of 
affidavit as to payment of property taxes. 


Act 241: Requires probate court to 
file with Tax Commissioner list of con- 
tents of decedent’s safe deposit box, to- 
gether with certified copy of will. 


Act 252: Provides for issuance by Tax 
Commissioner of certificate of release 
of succession tax lien upon real property 
owned jointly by decedent and another, 
such certificate to constitute conclusive 
proof to probate court that real property 
a been released from succession tax 
ien. 


Act 293: Provides that trustee may be 
appointed for estate of missing service- 
man when he is reported missing, missing 
in action, interned or captured. 


Act 442: Provides that existing trust 
Instrument may validly be incorporated 
by reference in will. Trust must have 
been signed and acknowledged by testa- 
tor before at least two witnesses, and 
must be identified in will by reference 
to parties executing trust and date of 
execution; no gift in will whether out- 


“Supplementing previous reports. 
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right or in trust, to or for benefit of 
spouse of testator, shall be invalid on 
grounds that amount of gift is required 
to be computed according to allowable 
marital deduction under Federal estate 
tax law, or by reference to settlement, 
or values determined, in proceedings for 
assessment of Federal estate tax. 


FLORIDA 


S.B. 54: Adopts Prudent Man Rule of 
trust investment for all fiduciaries ex- 
cept guardians under Uniform Veterans’ 
Guardianship Law; authorizes latter and 
others to purchase shares of federal sav- 
ings and loan associations and state 
building and loan associations which are 
members of Federal home loan bank sys- 
tem, and in certain housing obligations. 


S.B. 74, H.B. 190: Provide that net 
income earned by assets of decedent’s 
estate after date of death and prior to 
distribution and not used for payment 
of estate obligations and charges shall, 
in absence of testamentary direction, be 
paid and applied as follows: 


(a) To either specific or demonstrative 
legatees and devisees net income from proper- 
ty specifically or demonstratively bequeathed 
and devised to them respectively ; 


(b) To general legatees, legal interest 
on their respective legacies, subject to cer- 
tain limitations. 

(c) To the residuary legatees and de- 
visees, all the remainder of the net income. 


If any part of estate is devised or be- 
queathed to a trustee, the income applicable 
to such bequest shall be paid to the trustee 
and be held or distributed as income. 

Comm. Sub. for H.B. 176: Provides 
that on or before expiration of 10 calen- 
dar months from first publication of 
notice to creditors of decedent, personal 
representative or any person interested 
in estate may file objection to any claim 
and claimant may bring suit on claim 
within 10 calendar months, provided that 
if objector gives notice of his objection 
by personal service or registered mail, 
the claimant must bring suit within 
two calendar months from the date of 
service. 


H.B. 374: Provides that claims filed 
against estate to which no objection has 
been made and which have not been sub- 
jected to suit or have been paid or set- 
tled shall be barred at expiration of five 
years. 


H.B. 435: Provides that if widow’s 
dower shall increase estate tax, dower 
shall be ratably liable with rest of estate 
for estate tax; on election to take dower, 
widow of intestate decedent without lin- 
eal descendants shall take residue of 
estate by descent subject to debts and 


charges except that homestead shall 
have exemptions provided by constitu- 
tion. 


H.B. 49: Requires Florida Estate Tax 
law return only if Federal return is filed 
(prior law required return if gross es- 
tate exceeded $50,000; tax is payable 
15 months after date of death instead 
of one year as previously provided; limi- 
tation against collection of estate taxes 
is enlarged from 5 to 10 years; intangi- 
bles of estates of nonresident decedents 
having business situs in State and securi- 
ties issued by Florida corporations are 
subject to tax, but reciprocal exemption 
provision is unchanged. 


ILLINOIS 


S.B. 49: Provides that proceeds of par- 
tition sale of property in which minor 
has interest may be paid, in appropriate 
cases, to persons and in amounts and 
manner provided in applicable sections 
of the Probate Act relating to small 
estates. 


S.B. 50: Provides that when personal 
estate of incompetent or minor does not 
exceed $1,000 (formerly $500) no con- 
servator or guardian need be appointed. 


S.B. 75: Increases county population 
requirements for a Probate Court as mat- 
ter of right from 85,000 to 125,000; in 
counties of 70,000 or more, but less than 
125,000, county board may vote to estab- 
lish or continue Probate Court in that 
county; county board must vote to con- 
tinue Court prior to January 1, 1954. 


S.B. 76: Provides that affidavit con- 
cerning heirship may be subscribed and 
sworn to before any judge of any court 
of record in the United States, or any 
of its territories or possessions, or be- 
fore any United States Consul, vice-con- 
sul, consular agent, secretary or lega- 
tion, or commissioned officer in active 
service of United States. 


S.B. 118: Amends Inheritance Tax 
Act Section which exempts first $20,000 
of any gift, legacy, etc., to include de- 
scendants of any person to whom de- 
cedent for not less than ten years prior 
to death stood in acknowledged relation 
of parent. 


S.B. 126 & 127: Permit creation of 
estate in real or personal property with 
right of survivorship, notwithstanding 
fact that grantor is also named as 
grantee in instrument of conveyance. 


S.B. 128: Provides that failure to 
include in petition to probate will the 
name and address of person beneficially 
interested only if will is admitted to pro- 
bate shall not affect validity of probate; 
failure to mail copy of petition to any 
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person beneficially interested only if will 
is admitted to probate or failure to in- 
clude name of such person in published 
notice shall not affect validity of pro- 
bate. 


S.B. 158: Amends Inheritance Tax Act 
by increasing from 2% to 4% amount of 
taxes which County Treasurer may re- 
tain and pay into the County Treasury. 


S.B. 176: Limits time within which 
action may be commenced because of 
breach of condition subsequent or by 
reason of termination of estate upon 
limitation or of estate upon conditional 
limitation. 

S.B. 220: Provides that whenever 
money has been given or bequeathed to 
Board of Managers of any municipal 
cemetery for maintaining any lot, muni- 
cipal authorities may appoint any cor- 
poration authorized to do trust business 
as trustee of said money or property in 
place of treasurer of Board of Mana- 
gers. 


S.B. 267: Provides that admission of 
will to probate where proper notice was 
sent to all known heirs of decedent but 
where other interested parties who were 
entitled to notice were not named in 
petition or were not notified in accordance 
with law is legalized to the same extent 
as if they had been so named and as if 
they had been properly notified. 


S.B. 315: Adds shares of State char- 
tered savings and loan associations and 
federal savings and loan associations to 
categories of assets which may be held 
in joint names of two or more persons 
or their survivors. 


H.B. 7: Amends Section 12 of Probate 
Act relating to inheritance by illegiti- 
mate child to include any person from 
whom its mother might have inherited, 
if living; changes gender from mascu- 
line to neutral. 


IOWA 


S.F. 76: Provides for reciprocal exemp- 
tions from inheritance tax upon passing 
of property to societies, institutions or 
organizations organized or incorporated 
under laws of other states for charitable, 
religious or educational purposes, or to 
trustees for such uses in other states, or 
to any organization composed wholly of 
veterans of any war of United States. 


H.F. 60: Provides that fees of Clerk 
of District Court in settlement of estates 
shall be based, in addition to the previous 
basis, upon “real estate sold for payment 
of debts of deceased.” 


KANSAS 


H.B. 463: Permits certified copies of 
probate proceedings or documents of 
record of probate court in one county 
to be filed in probate court in another 
county without being recorded in probate 
court of such other county. 
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H.B. 514: Includes house trailer occu- 
pied by decedent and his family as wholly 
exempt from distribution and debts. 


S.B. 190: Gives Kansas courts ex- 
clusive jurisdiction (except for appeals 
to federal courts) to determine devolu- 
tion of property by will or by descent of 
all persons who are residents of Kansas 
at time of death as to real property lo- 
cated in Kansas and tangible and in- 
tangible personal property wherever lo- 
cated; authorizes director of revenue to 
commence administration proceedings in 
certain cases where heirs at law or others 
entitled to commence proceedings fail to 
do so. 


MAINE 


Ch. 70: Authorizes trustees and guar- 
dians, after securing permission of pro- 
bate judge, to invest income or principal 
in policies of life or endowment insur- 
ance, or annuity contracts, on the life 
of ward or beneficiary, or on the life of 
any person in whose life such ward or 
beneficiary has insurable interest. 


Ch. 198: Amends statute covering li- 
cense of fiduciaries of non-residents to 
sell real estate, to include rights of de- 
scent therein. 


Ch. 208: Provides that personal proper- 
ty held in trust shall be taxed where in- 
come beneficiary resides, if resident; and 
where trustee resides, if income bene- 
ficiary is non-resident. 


Ch. 218: Authorizes judge to appoint 
spouse as guardian. 


Ch. 320: Bars executor or administra- 
tor as special guardian of minor inter- 
ested in estate, unless he is parent or 
nominated in will as such (similar ban 
exists as to guardians) ; also provides for 
appointment and bonding of special guar- 
dians. 


MARYLAND 


Chapter 60: Permits person over 18 
years of age to make will of real estate 
(previously 21 for males and 18 for 
females). 

Chapter 130: Amends provisions regu- 
lating the sale of infant’s real estate, and 
validates certain prior sales. 


MASSACHUSETTS 


Ch. 97: Provides that minor who has 
attained age of fifteen years is compe- 
tent to contract for life or endowment 
insurance upon his wife, children, father, 
mother, brother, sister or grandparent 
of such minor, and to exercise and enjoy 
every right, privilege and benefit pro- 
vided by any life or endowment insur- 
ance contract on life of such minor, 
subject to foregoing limitations or to 
designation of beneficiary. 


Ch. 333: Provides that administration 
shall not be granted to public administra- 
tor until after expiration of ten days 
from date of death. 





MINNESOTA 


Ch. 424: Exempts pension and other 
employee trusts from rule against ac. 
cumulation of income. 


Ch. 457: Permits court to authorize 
sale or exchange of ward’s undivided 
interest in inherited real estate or pur. 
chase of other heirs’ interest therein. 


Ch. 476: Amends provisions relating 
to appeals from probate court. 


MONTANA 


Ch. 62: Removes requirement of stock 
transfer waiver in case of transfers of 
securities of nonresident decedents dying 
on or after January 30, 1945, if securi- 
ties were exempt from Montana inheri- 
tance tax on basis of reciprocity. 


NEBRASKA 


L.B. 127: Reconciles requirements of 
notice of publication in short form pro- 
bate proceedings and in proceedings for 
determination of heirship. 


L.B. 143: Provides for transfer of de- 
cedent’s personal property without judi- 
cial proceedings where entire estate does 
not exceed $700, with specific reference 
to motor vehicles. 


L.B. 146: Amends provisions with re- 
spect to manner of publication of notice 
of hearing on application for license to 
sell decedent’s real estate. 


L.B. 264: Amends inheritance tax pro- 
visions respecting, inter alia, life inter- 
ests (outright and in trust), contingent 
interests, payment of tax on temporary 
or contingent interest out of corpus, pro- 
ceedings for determination of tax in ab- 
sence of probate of estate in this State, 
and lien of tax. 


L.B. 299: Prescribes conditions when 
principal of estate of minor may be used 
for his care, maintenance and education. 


L.B. 578: Declares that interest of 
surviving spouse shall be determined 
prior to payment of Federal and State 
estate taxes, undiminished thereby; pro- 
vides for including marital deduction in 
arriving at value of net estate for pro- 
ration of tax. 


NEW JERSEY 


Ch. 80: Amends minimum testamen- 
tary age requirement to reflect excep- 
tion under section permitting soldier and 
sailors 18 years old to make will. 


Ch. 81: Adds certain Port of New 
York Authority bonds to legal list. 


NorTH CAROLINA 


S.B. 37: Changes method of deter- 
mining degrees of kinship where half- 
blood inherits real estate, from common 
law method to civil law method. 


S.B. 147: Increases widow’s allowance 
from $500 to $750 and child’s allowance 
from $150 to $250. 


TRUSTS AND ESTATES 
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Permits renunciation by 


§.B. 274: 
peneficiary of intestate estate prior to 
settlement of estate and receipt of bene- 
fits without gift tax liability. 


H.B. 113: Permits creation of future 
interests in personal property by instru- 
ments of transfer during lifetime in ad- 
dition to creation by will. 


H.B. 144: Changes from 12 to 15 
months from date of death the beginning 
of running of interest on inheritance 
tax due and also provides that all estates 
nay use the optional valuation date, 
whether subject to Federal Estate Tax 
or not. 


H.B. 341: Provides that the Clerk of 
the Superior Court of 6 counties (Meck- 
enburg, Rowan, Catawba, Perquimans, 
Buncomb, Wake, and Lenoir) shall not 
accept for probate or recordation any 
papers or documents except holographic 
wills, unless on cover page there appears, 
following words “drawn by,” signature of 
person who drafted document. 


H.B. 432: Validates out of state pro- 
bate proceedings. 


H.B. 566: Permits adopted child, where 
one adopting parent dies after inter- 
locutory decree but before final decree, 
to inherit from deceased parent if final 
decree is issued to surviving parent. 


H.B. 851: Amends distribution law to 
provide that where no children survive, 
widow of intestate or dissenting widow 
receives first $10,000 and half of remain- 
der before payment of Federal Estate 
Taxes. 


H.B. 947: Removes 5% limitation and 
allows Clerk to award commissions in 
discretion on estates under $1000. 


H.B. 1165: Provides bequests and de- 
vises in trust for perpetual care of ceme- 
tery lots are to be treated as funeral ex- 
penses to the extent of $500 or 2% of 
adjusted Federal gross estate, which- 


s ever is smaller. 


H.B. 1206: Sets up procedures for ap- 
pointing successor trustees. 


OKLAHOMA 


H.B. 864: Permits foreign corporate 
fiduciaries to act in this State in ancil- 
lary proceedings provided domiciliary 
State grants similar privilege; branch 
office or solicitation by foreign fidu- 
tiaries is prohibited. 


OREGON 


Ch. 520: Revises language of section 
Providing for appointment of conserva- 
tor on person’s own petition, and dis- 
qualifies latter from management of 
‘state after appointment of conservator. 


Ch. 578: Provides for allowance of at- 
torney’s fees incurred by ward in de- 


anting petition for appointment of guar- 
ian. 


Ch. 687: Empowers court to authorize 
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conservator to sell, mortgage or lease 
ward’s real property for not more than 
five years for benefit of ward and his 
family; provides for removal of con- 
servator on death of ward. 


PENNSYLVANIA 


Act 27: Extends privilege of will- 
making to persons in military service or 
mariners 18 years of age or over al- 
though United States be not at war. 


Act 52: Validates legal instruments 
signed by fiduciaries although fiduciary 
capacity is not indicated therein. 


Act 53: Provides that undisposed of 
cemetery lots shall not pass by residuary 
clause of will but as intestate property. 


Act 56: Authorizes trustees to invest 
up to one-third in shares of investment 
companies which have assets over $10 
million and have paid dividends in 12 
of preceding 16 years. 


RHODE ISLAND 


H.B. 759: Exempts Rhode Island muni- 
cipal bonds from intangible property tax 
imposed by cities and towns. 


SouTH CAROLINA 


H.B. 1142: Amends state inheritance 
tax law to reduce period from five to 
three years prior to death when transfer 
without adequate consideration shall be 


considered made in contemplation of 
death. 


H.B. 1185: Bars wife’s inchoate rights 
of dower when real property is sold for 
failure of her defaulting taxpayer hus- 
band to pay taxes. 


H.B. 1238: Bars wife’s dower rights 
in lands formerly owned, then owned, 
or thereafter acquired by her former hus- 
band whenever any final divorce decree 
is granted. 


SoutH DAKOTA 


Ch. 203: Provides that if neither at- 
tendance in court nor deposition of any 
of subscribing witnesses to will can be 
procured, court may admit testimony of 


other witnesses to prove testamentary 
capacity of testator and execution of 
will by him. 


Ch. 204: Permits a single bond for 
joint executor or administrator. 


Ch. 205: Provides for depositing of 
absent distributee’s money with county 
treasurer so that estate may be closed. 


Ch. 207: Provides method for deter- 
mining inheritance taxes in proceedings 
to terminate life estate. 


Ch. 456: Increases distributive share 
to surviving spouse from $20,000 to 
$50,000; if decedent leaves no issue and 
estate does not exceed $50,000, all to 
surviving spouse; if estate exceeds 
$50,000, first $50,000 and half of excess 
go to survivor, balance to decedent’s 
relatives. 


TENNESSEE 


Ch. 44: Directs cemetery corporations 
to set up and maintain Permanent Im- 
provement Funds equal to 25% of the 
gross sales price of lots in its cemeteries 
and directs investments in the same man- 
ner as other trust funds. 


Ch. 69: Permits proof of subscribing 
witness to will to be taken by interroga- 
tories or depositions where witness is 
outside of the state or county or is un- 
able to testify in person. 


Ch. 82: Adopts Uniform Fiduciaries 
Act. 


Ch. 157: Relieves executor, administra- 
tor c.t.a. and sureties of further liability 
after turning estate over to trustee. 


Ch. 158: Designates procedure for and 
authorizes appointments of conservators 
of estates of persons incapable because 
of advanced age, physical incapacity, or 
mental weakness, and makes such con- 
servator subject to the same duties and 
powers as a guardian of a minor, except 
as to the custody of the person. 


Ch. 165: Permits trustees to hold stocks 
and registered bonds in name of nominee 
without mention of trust in stock certifi- 
cate, bond or bond registry. 
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INCOME TAX 


Long-term compensation — trustee’s 
commissions on income and corpus not 
separable. Petitioner, as trustee, received 
commissions on income during period 
1940-1947. In final account State Court 
awarded petitioner commissions on prin- 
cipal in addition to additional commis- 
sions on income. Petitioner character- 
ized commissions on principal as long- 
term compensation attributable to entire 
period which he served as trustee. Com- 
missioner assessed deficiency contending 
that income-spreading benefits of long- 
term compensation provisions of Sec. 107 
of Code are not applicable to principal 
commission. 


HELD: There is no warrant to sepa- 
rate commissions into different classes. 
They are all “compensation for personal 
services” within Sec. 107. Since total 
commissions received in taxable year did 
not equal 80% of total commissions re- 
ceived as trustee, benefits of Sec. 107 
are not applicable. Warren, 20 T.C. No. 
49, May 19, 1953. 


Life insurance beneficiary liable as 
transferee for decedent’s income tax lia- 
bility. Decedent’s estate was insolvent 
and did not satisfy income tax liability 
of decedent for period immediately pre- 
ceding his death. Widow received life 
insurance proceeds directly from insur- 
ance company on policy under which 
decedent retained right to change bene- 
ficiary at any time. Commissioner as- 
sessed deficiency against widow for in- 
come tax liability of decedent as trans- 
feree of assets from his estate. 


HELD: Commissioner is_ sustained. 
Where estate is insolvent, decedent’s 
failure to exercise power to change 
beneficiary of policy, in and of itself, 
constitutes transfer of assets under Sec. 
311(a)(1) of Code sufficient to sustain 
transferee liability. Tyson, T.C. Memo 
Op., June 5, 1953. 


Trusts for children recognized as valid 
partners. Seven trusts were created in 
1942 by taxpayers, partners, giving total 
of 10% of partnership interest to their 
respective children. Income was to be 
accumulated until each child attained 
21 whereupon trust terminated. During 
first year taxpayers acted as co-trustees. 
Thereafter, third party served as trus- 
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tee. Except for small amounts, partner- 
ship income was not withdrawn by trus- 
tee, but separate books were kept and 
capital accounts of each trust credited 
with annual income. Capital was im- 
portant income-producing factor. All 
sons and sons-in-laws devoted full time 
in business operation, and after attain- 
ing majority, they made substantial with- 
drawals from their respective capital 
accounts. Commissioner refused to recog- 
nize trusts as partners and attributed 
partnership income to taxpayers. 


HELD: Refund granted. Taking into 
consideration importance of capital to 
enterprise, conduct of children in busi- 
ness, substantial withdrawals by them 
after majority, and fact that taxpayers 
reserved no interest in trusts, all parties 
clearly intended to join together in valid 
partnership. Bologna  v. Donnelly, 
D.C.E.D. La., April 30. 1953. 


Partnership with trusts and donees 
recognized for income tax purposes. Tax- 
payers created separate trusts in 1942 
for their children and mother of one 
taxpayer. Each taxpayer was trustee of 
trusts he created. Cash gifts were made 
to various relatives. Next day, trusts 
and donees became limited partners in 
partnership formed by employees of 
taxpayers. On a claim for refund, col- 
lector pleaded as offset that gifts were 
not bona fide and complete and income 
from partnership should be attributed to 
claimants. 


HELD: Defense denied. Outright 
gifts and transfers in trust were bona 
fide and irrevocable. Donors retained no 
interest in properties whatsoever. Tax- 
payers were not considered to have any 
interest in limited partnership directly 
or indirectly since they had no voice in 
its management and no personal inter- 
est in its profits. Favrot v. Scofield, 
D.C.W.D. Tex., June 3, 1953. 


Taxpayer presumed to have -made 
pension trust contribution within sixty 
days after close of taxable year. Tax- 
payer created qualified pension trust for 
employees under Sec. 165(a), IR.C., 
naming custodian trustee and pension 
committee, latter actively to manage 


“trust. On Feb. 28, 1946, check signed by 


treasurer payable to trustee and trans- 


mittal letter signed by pension commit- 
tee were delivered to one of committee 
for delivery to trustee. Trustee acknowl- 
edged receipt thereof by letter dated 
March 4, 1946. There was no evidence 
as to when check was actually delivered 
or mailed to trustee. Commissioner dis- 
allowed deduction of pension contribu- 
tion for 1945 on ground it was not paid 
within sixty days after close of taxable 
year. Commissioner was sustained by 
Tax Court. 

HELD: Reversed. Without evidence 
to contrary, presumption that officer 
performs his duty properly is applicable. 
Accordingly, taxpayer’s burden of proof 
was sustained by presumption that pay- 
ment was made within sixty-day period. 
Alternatively, delivery to pension com- 
mittee constituted delivery to trustee 
under Sec. 23(p)(1)(E) since committee 
was active manager of trust, trustee be- 
ing nothing more than custodial trustee. 
Dick Brothers, Inc. v. Comm., 3d Cir., 
June 5, 1953. 


Income tax exemption for trusts ac- 
cumulating income for members of 
armed forces applies to member of En- 
listed Reserve Corps and to pre-active 
duty years. Trust was created to accum- 
ulate income for beneficiary in Enlisted 
Reserve Corps in 1942, who entered on 
active duty in 1943 and was killed in 
1944. Trustee filed claim for refund for 
years 1942-44 pursuant to Sec. 345, Rev. 
Act of 1951, which provided for deduc- 
tion to trust accumulating income for 
beneficiary who died between Dec. 7, 
1941, and Jan. 1, 1948, while on “active 
duty” as member of military forces. Com- 
missioner denied refund for 1943 on 
ground that Enlisted Reserve Corps is not 
part of military forces. He urged alter- 
natively, that decedent not on “active 
duty” which is requirement for deducti- 
bility. 

HELD: Rerune granted. Enlisted Re- 
serve Corps is considered by Congress 
part of Army of United States. Accord- 
ingly, it must be considered part of mili- 
tary forees under Sec. 345. While death 
on active duty is prerequisite to applica- 
bility of Sec. 345, statute allows deduc- 
tion for prior years during which bene- 
ficiary was in military forces even though 
not on active duty. King v. U. S., Ct. 
Cls., June 2, 1943. 
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Bertain trusts. 


Associations taxable as corporations— 
investment trusts. Various investment 
zusts, known as oil royalty trusts, were 
weated to facilitate selling participa- 
jon certificates in speculative oil prop- 
xties. The Commissioner assessed defici- 
neies contending that all trusts were 
ssociations taxable as corporations. 
HELD: Commissioner sustained as to 
Classification of invest- 
nent trusts as associations taxable as 
erporations under Sec. 3797(a) of Code, 
#pends on extent of managerial discre- 
ton given to those who manage trust. 
h certain trusts, trustor was given 
pwer to dispose of, substitute, pur- 
dase or exchange trust property in his 
gle discretion. These trusts are associa- 
fons taxable as corporations. Royalty 
lurticipation Trust, 20 T.C. No. 63, 
Yay 28, 1953. 


Income of trusts taxable to grantor 
uder Clifford doctrine. Taxpayer’s dece- 
#nt created five substantially identical 
tusts for four nephews and sister. Dece- 
ent named himself trustee with full 
pwer to control, manage and distribute 
tust property with as complete discre- 
ton as if trust property were owned 
dsolutely by him. Right to distribute 
w accumulate income in his discretion, 
ad reversionary interest, if any bene- 
feiary predeceased him, were also re- 
tined. Taxes were paid on deficiency 
ly reason of Commissioner’s attributing 
al trust income to grantor thereof. 
HELD: Claim for refund denied. 
‘Bundle of rights” retained by decedent 
hought trusts within Clifford doctrine. 
Thugh beneficiaries were neither mi- 
wrs, nor dependent upon grantor for 
apport nor members of his household, 
gantor was unmarried and beneficiar- 
% were next of kin and natural ob- 
xts of his bounty. Moreover, substan- 
ial portions of trust property were in- 
ested in grantor’s own enterprises and 
sed for income tax avoidance schemes. 
Vheeling Dollar.Savings and Trust Co. 
- Yoke, 4th Cir., May 27, 1953. 


ESTATE TAX 


Trust included in husband’s estate 
there income used to satisfy legal obli- 
ution to support wife. Decedent estab- 
shed trust in 1931 for benefit of wife 
ad her six children by previous mar- 
tage. Trustee was authorized to dis- 
tibute 40% of income to wife and 10% 
b each child “for their support and 
laintenance.” Decedent established sec- 
td trust for wife in 1935, providing for 
istribution of income therefrom “for 
her support and maintenance without 
bwer of anticipation.” Commissioner 
‘ntended that 40% of 1931 trust and 
‘lof 1935 trust were includible in dece- 
int’s estate since income was retained 
"him for life in that it was used to 
lischarge his legal obligation of support. 
lx Court overruled Commissioner. 
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“Treasurer or not, Parker—confine your- 

self to just cleaning out your desk like 

the other employees when they're dis- 
charged!” 





HELD: Reversed. Fact that trustee 
was “not responsible for use or applica- 
tion of such income” of 1931 trust so 
that husband could not supervise her 
expenditures is not material. Furnishing 
wife with income discharged, to that 
extent, his legal obligation of support. 
There was no legal obligation to sup- 
port adult stepchildren, at his death. 
Therefore only 40% of 1931 trust prop- 
erty was includible in gross estate under 
Sec. 811(c)(1)(B) I.R.C. Entire corpus 
of 1935 trust was similarly included in 
gross estate. Letter of decedent explain- 
ing that purpose of trust was to furnish 
wife with income for purposes not with- 
in his legal duty to provide was not con- 
sidered properly admissible to contradict 
provisions of trust instrument. No evi- 
dence was introduced that trust income 
exceeded that which would have been 
required to be paid for her support. 
Comm. v. Estate of Dwight, 2d Cir., 
June 3, 1953. 


Trusts created by husband and wife 
not “reciprocal.” Because of threatened 
legal liability, husband of decedent cre- 
ated two trusts for daughters, naming 
decedent as contingent life beneficiary. 
To insure his financial independence, de- 
cedent created trust naming husband as 
primary life beneficiary and daughters 


as contingent beneficiaries. Commission- 
er assessed deficiency against decedent’s 
estate contending that trusts were recip- 
rocal and decedent’s interest in husband’s 
trust is includible in estate under Sec. 
811(c)(1)(B) of Code. 


HELD: Commissioner overruled. Nei- 
ther decedent nor husband had power 
to alter, amend or revoke trusts. Essen- 
tial reciprocity or equivalence of rights 
and concert of action were lacking. Hus- 
band’s interest in decedent’s trust was 
worth $66,369 while her interest in hus- 
band’s trust was worth only $11,581. 
Reciprocal trust doctrine is a judicial 
concept, and should be construed strictly. 
Essential equality of rights as considera- 
tion to induce other party to act was 
lacking. Estate of Ruxton, 20 T.C. No. 
66, May 28, 1953. 


Valuation of trust diminished. De- 
cedent created trust reserving income 
for life with general power to appoint 
principal by deed or will. Trustees were 
directed to execute certificates of in- 
debtedness at request of, and payable to, 
persons designated by decedent. Certifi- 
cates bore 6% interest and matured at 
termination of trust. Commissioner as- 
sessed deficiency contending that entire 
value of trust was includible in gross 
estate. Taxpayers contended that value 
should be diminished by face amount of 
certificates of indebtedness outstanding 
at death, which were held to be valid 
obligations of trust by State Court de- 
cree. 

HELD: Commissioner overruled. State 
Court, in adversary proceeding, held that 
certificates were valid obligations of 
trust and _ constituted encumbrances 
thereon. Accordingly, value of certificates 
must be deducted from value of trust for 
estate tax purposes. Transfers of certi- 
ficates were not to take effect in posses- 
sion or enjoyment at death, since trans- 
fer constituted a present irrevocable 
appropriation of principal and income 
to extent of obligation thereunder. Estate 
of Vose, 20 T.C. No. 81, June 12, 1953. 
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Charitable gifts, to be deductible, 
must pass by testamentary disposition. 
Transfer to family membership corpo- 
ration not taxable. Decedent bequeathed 
$100,000 to executors with request that, 
in their discretion, they dispose of be- 
quest according to memorandum exe- 
cuted on same date listing persons and 
institutions as suggested donees. Execu- 
tors distributed $35,000 to charitable in- 
stitutions pursuant to this memorandum 
and deducted payment from decedent’s 
gross estate under Sec. 812(d), I.R.C. 
Commissioner asserted that $35,000 was 
not deductible since charitable institu- 
tions were not disclosed in will and 
transfer was unenforceable. 


HELD: Claim for refund partially 
denied. Words “bequests, legacies, de- 
vises or transfers . .. to or for the 
use of” charities in Sec. 812(d) include 
only those gifts which pass by testamen- 
tary instrument, and therefore no de- 
duction was allowable here. Even assum- 
ing that imposition of constructive trust 
created legally enforceable rights in 
named charities, payments would not be 
deductible. Delaney v. Gardiner, 1st Cir., 
June 5, 1953. 


Deduction allowed for claim of di- 
vorced wife based on divorce decree. De- 
cedent entered into separation agreement 
providing that if wife survived him un- 
married, she should be entitled to one- 
third of net estate. Agreement was in- 
corporated in Nevada divorce decree. 
Commissioner contended that claim was 
not deductible from gross estate. 


HELD: Commissioner overruled. Re- 
linquishment of marital rights was not 
consideration in money or money’s 
worth. If claim were founded upon prom- 
ise or agreement, it would not be de- 
ductible under Sec. 812(b)(3) of Code 
requiring consideration for claims of 
that nature. Nevada court, having right 
to settle alimony question, created new 
right which was basis of claim and did 
not necessitate consideration in money 
or money’s worth. Estate of Watson, 20 
T.C. No. 51, May 20, 1953. 


Contemplation of death — effect of 


reversion upon wife’s separation or di- 
vorce. Between ages‘of 44 and 46 dece- 
dent created six funded insurance trusts 
for five children and wife. Income not 
used for payment of premiums was 
accumulated in childrens’ trusts and paid 
over in wife’s trust. In childrens’ trusts 
decedent retained no interest therein and 
no incidents of ownership in the insur- 
ance policies. However, in wife’s trust, 
he retained reversion if wife predeceased 
him or in case of divorce or legal sepa- 
ration. Provision was made for termina- 
tion of trust upon survival of wife and 
her remarriage. Commissioner assessed 
deficiency based on finding that all trusts 
were made in contemplation of death 
and, alternatively, wife’s trust was one 
taking effect in possession and enjoy- 
ment at or after decedent’s death. Peti- 
tioners conceded value of insurance attri- 
butable to premium payments after Jan- 
uary 10, 1941 were includible and that 
principal of wife’s trust was also includ- 
ible under Sec. 811(c)(1)(C) of Code. 


HELD: Commissioner’s contention 
that transfers in trust were made in 
contemplation of death overruled. Life 
motive of protecting family from specu- 
lative enterprise of decedent predomi- 
nated over testamentary character of 
insurance. Commissioner sustained on 
inclusion of wife’s life interest under 
See. 811(c)(1)(C). Reversion of princi- 
pal upon wife’s prior death did not 
make her life estate contingent upon 
survival of husband and was not intend- 
ed to take effect in possession or enjoy- 
ment at or after decedent’s death. Simi- 
larly, termination of trust upon wife’s 
remarriage after decedent’s death did 
not make life interest contingent upon 
surviving decedent. However, though 
wife had immediate enjoyment of income, 
such interest would terminate upon legal 
separation or divorce. Thus, only upon 
decedent’s death did her life interest 
become vested and unconditional and, 
accordingly, took effect only at or after 
decedent’s death. Taxpayer did not sus- 
tain burden of proof that value of re- 
version did not exceed 5% of trust prin- 
cipal which would have made transfer 
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not taxable under Sec. 811(c) (2). Estate 
of Thatcher, 20 T.C. No. 64, May 28 
1953. 


Girt TAX 


Gifts in trust to minors held to be 
future interests. Taxpayer established 
trusts for minor children. Wife, as trus- 
tee, was given discretion to pay over or 
apply net income of trust until beneficj- 
aries attained majority. Legal guardian 
was given power to withdraw principal 
from trusts upon request. Commissioner 
contended that gifts of both income anj 
principal were of “future interests,” not 
entitled to annual exclusions granted 
under Sec. 1003(b)(3) of Code. 


HELD: Commissioner sustained. Pres. 
ent enjoyment of gifts of income was 
subject to absolute discretion of trustee 
and accordingly were future interests, 
Right to demand principal by guardian 
of minors does not create present inter- 
est. Guardian was never appointed and, 
under Pennsylvania law, minor has no 
right to demand trust property unless 
such guardian is so appointed. Court 
refused to follow Kieckhefer v. Comm., 
189 F.(2d) 118. Pope, T.C. Memo Op., 
June 8, 1953. 


Relinquishment of power to modify or 
revoke trust constitutes completion of 
gift. Taxpayer created trust for two 
children subsequent to separation from 
husband who was one of trustees, as 
consideration for obtaining custody of 
one child. Taxpayer reserved right to 
alter, amend or revoke trust upon con- 
sent of all trustees. Seventeen years 
later, trustees consented to amendment 
of trust by eliminating provision as to 
any revocation or modification of trust 
by any party. Commissioner assessed 
gift tax deficiency in year of modifica- 
tion contending that gift then became 
complete and subject to tax. Petitioner 
argued that gift was complete when 
trust created, since consent of persons 
having substantial adverse interest was 
necessary. 


HELD: Commissioner sustained. Trus- 
tees, as such, have no adverse interest 
and husband’s interest as parent was not 


direct legal or equitable interest in trust, | 


but only moral interest. Accordingly, 
gifts became complete only upon revoc- 
ation of control over trust. Latta, T.C. 
Memo Op., May 25, 1953. 


Transfer of property to husband held 
to be for adequate consideration. Pett 
tioner’s husband, before entering service, 
transferred substantial property to peti- 
tioner as gift. Upon his return, parties 
separated and divorce was contemplated. 
Upon assurance that petitioner would 
receive adequate property settlement, 
she retransferred to husband property 
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gotiations resolved question of her prop- 
aty settlement and divorce suit was 
instituted. Commissioner alleged that 
yansfer by wife was taxable gift. 

HELD: Commissioner overruled. 
transfer by wife cannot be considered 
alone but only in conjunction with all 


circumstances. Transfer was made in 
onsideration of adequate property 
settlement. Parties were antagonistic 


and dealt at arm’s length. Accordingly, 
transfer by wife was not gift but for 
adequate and full consideration in money 
or money’s worth. Gregg, 20 T.C. No. 
56, May 22, 1953. 


Gifts in trust for minors held to be 
future interests because of trustees’ 
powers. Taxpayer created seven trusts 
for her grandchildren, directing trustees 
to pay over principal and income abso- 
lutely on demand of beneficiary of any 
trust. Commissioner contended that gifts 
were of future interests and not entitled 
to annual exclusions under Sec. 1003(b) 
(3) of Code. 

HELD: 


Commissioner sustained. 


| Though beneficiaries were given unquali- 
' fied right to demand principal or income 


from trust in one part of agreement, dis- 
cretionary powers given to. trustees 
made this right contingent and uncer- 
tain. Thus, interests were future inter- 


fests and not entitled to annual exclu- 


sion under Sec. 1003(b)(3) of Code. 
Powers of trustees included power to 


j invest in assets whether income produc- 


ing or not, so that power to demand in- 
come was nebulous at trustees’ discre- 
tion. Trustees were empowered to apply 
inome and principal for benefit of, 
rather than directly to, any beneficiary 
who, in their uncontrolled discretion, 
was incompetent. Spendthrift provisions 
limiting the alienability of a_benefici- 


| ary’s interest in income or principal also 


negatived contention that they had re- 


| eived present interests in trust property. 
_ Court noted, but did not base its de- 
sion on fact, that as minors, benefici- 
'wies could .not legally demand trust 


|property and that no legal guardians 
jad been appointed. Gilmore, 20 T.C. 
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No. 78, June 4, 1953. 


BUREAU RULINGS 


Qualification for marital deduction of 
Widow’s allowance. Whether statutory 
payments for support of surviving spouse 
during administration of estate qualify 


for estate tax marital deduction under 
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812(e)(1)(A) of Code depends 
upon defeasible or indefeasible nature 


| of payments. If, as under some state 
laws, remarriage or death terminates 
' all rights to subsequent payments, inter- 
| &st is similar to annuity out of estate and 
| characterized as non-deductible termin- 


able interest under Sec. 812(e)(1)(B) of 
Code. Where, however, widow’s allow- 
anee for period of estate administration 


' Jury 1953 
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constitutes vested interest which would 
become part of her estate upon death 
at any time after decedents’s death, 
value thereof is deductible under Sec. 
812(e)(1)(A) of Code. Rev. Rul. 83, 
I.R.B. 1953-11, 10. 


Distraint for taxes on alimony trust 
payments. Alimony payments granted 
by decree are subject to distraint for 
unpaid taxes by service on former hus- 
band. Similarly, payments due from 
alimony trust created pursuant to di- 
vorce decree may be reached for unpaid 
taxes owed by beneficiary in action 
against trustee. Rev. Rul. 89, I.R.B. 1953- 
11, 15. 


Employees’ trusts — suspension of 
benefits for empleyment after retire- 
ment date. Employee’s pension plan will 
not be disqualified under Sec. 165(a) of 
Code as not providing for “definitely 
determinable” benefits for its employees 
under the plan within meaning of Reg. 
111, Sec. 29.165-1(a) merely because it 
provides that pension benefits will be 
suspended during period when Social 
Security primary insurance benefits are 
discontinued for employment after re- 
tirement date. Rev. Rul. 82, I.R.B. 1953- 
11, 10. 


Employees’ trusts regulations amend- 
ed to reflect increase in Social Security 
coverage. Reg. 111, Secs. 165-3, and 165-4 
have been amended to reflect increase to 
$3,600 as maximum annual wage sub- 
ject to Social Security under Act of 
1950. Thus, plan is not now considered 
discriminatory if excluding employees 
earning no more than $3,600 annually or 
conferring different benefits thereon as 
provided in the regulations. T. D. 6011, 
May 21, 1953. 


Employees’ trusts — tax liability of 
non-resident alien retired employee and 
liability of insurance company payor to 
withhold such tax at source discussed. 
In application of IR-Mim. No. 71, Dec. 
8, 1952, payments made to non-resident 
alien pursuant to qualified or non-quali- 
fied stock bonus, pension, profit-sharing 


or annuity plan established in United 
States are non-taxable to extent of em- 
ployee’s contributions and employer’s 
contributions attributable to employee’s 
services rendered abroad. Thus, to com- 
pute taxable annuity income under Sec. 
22(b)(2), I.R.C., consideration paid by 
employee should also include employer’s 
contributions attributable to such for- 
eign service. When non-taxable annuity 
payments exceed such amount, remain- 
der of payments represent income from 
sources within United States and are 
taxable pursuant to Secs. 143(b) and 
211, I.R.C. Insurance company is re- 
quired to withhold such tax at source 
under Sec. 143(b) I.R.C. and no inform- 
ation return under Sec. 147(a) is 
required to be filed. Letter dated April 
8, 1953, by Norman A. Sugarman, Assist- 
ant Commissioner. 


Donations by trust to public, charitable 
or educational organizations not pro- 
hibited transactions though indirect 
benefit results to employees of corporate 
creator. Trust will not lose its income 
tax exemption under Sec. 101(6), I.R.C. 
or its unlimited deduction for charitable 
contributions under Sec. 162(a), I.R.C. as 
engaging in prohibited transactions un- 
der Secs. 3813 (B) or 162 (a)(2)(B) by 
reason of contributions to public organ- 
izations which are charitable or educa- 
tional and indirectly benefit members 
of families, employees of corporate cre- 
ator of trust, i.e. contribution to Parent- 
Teachers’ Association where benefits 
inure to children of employees of crea- 
tor corporation. Rev. Rul. 96, I.R.B. 1953- 
12, 8. 


Valuation of U. S. Treasury Bonds in 
gross estate. Where certain U. S. Treas- 
ury Bonds which may be applied to pay- 
ment of Federal estate tax are included 
in gross estate and used for such pay- 
ment, par value thereof or mean quoted 
price on date of death, whichever is 
higher, constitutes fair market value 
for estate tax purposes. Telegraphic 
Ruling, dated May 25, 1953, by H. T. 
Swartz, Head Technical Rulings Division. 
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RECENT FIDUCIARY DECISIONS 


COMPENSATION — Trustee’s Annual 
Fee Based on Current Values 


California—District Court of Appeal 

Estate of Guasti, 117 A.C.A. 776 (May 4, 

1953). 

In Mrs. Guasti’s will probated in 1937 
she created a trust for two grandsons. 
The will set up a schedule of fees for 
the trustee based on the value of cor- 
pus. In 1951 the trustee filed its 11th 
Account Current with a request for ap- 
proval of trustee’s fees. Objections were 
filed by the grandsons, the income bene- 
ficiaries, on the ground that in fixing its 
fees the trustee had revalued the trust 
assets based on market values in 1951. 
Evidence was introduced that it is cus- 
tomary in Los Angeles for corporate 
trustees in handling testamentary trusts 
to re-evaluate the trust assets at least 
once a year for the purpose of deter- 
mining fees. The grandsons appealed 
from an order approving the account. 


HELD: Affirmed. The powers of sale 
and management given the trustee show 
that values were not to be frozen as of 
the date of setting up the trust, but that 
the fees were to be based on current 
values. The admission of evidence of a 
general usage not in contravention of 
law was proper. 


DISTRIBUTION — Agreements Affect- 
ing Inheritance of Legatee Not a 
Party Thereto is Against Public 
Policy 

California—District Court of Appeal 

Kopasz v. Wymer, 118 A.C.A. 124 (May 26, 

1953). 

Will of Lee Canfield left his estate 
¥% each to his wife Alice and his daugh- 
ters, Marvel and Dorothy. Alice and 
Marvel had entered into an agreement 
that in distributing Lee’s estate Marvel 
should receive % of Lee’s net estate 
available for distribution, together with 
% of the property listed as Alice’s sepa- 
rate property (Marvel claimed it be- 


longed to Lee’s estate), and 1/6 of sums 
recovered by Alice predicated on the 
theory that the deceased Lee Canfield had 
made gifts of community funds. Dorothy 
was not a party to this agreement. 


Both Marvel and Alice having de- 
ceased, this controversy arose between 
their executors. Marvel’s executor de- 
manded some $43,000 alleged to repre- 
sent the value of the property referred 
to in the above agreement which Marvel 
was to réceive. Order dismissed com- 
plaint on sustaining demurrer. 


HELD: Affirmed. The contract was 
held to be contrary to public policy since 
its effect was to provide that Marvel 
would get % of property listed as Alice’s 
separate property, which was not actual- 
ly inventoried in Lee’s estate and sub- 
ject to distribution therein. This would 
deprive Lee’s daughter Dorothy, one of 
Lee’s legatees and not a party to the 
agreement, of her interest in that proper- 
ty and would likewise deprive the pro- 
bate court administering Lee’s estate of 
the opportunity to properly perform its 
duties. It would also deprive the state 
and federal governments of taxes. 


“A contract in which one or more par- 
ties agree for a valuable consideration to 
extend or withhold affirmative action as 
an aid in cutting off the rights of a legatee 
or devisee or other party not a party to the 
agreement will not be enforced by the 
courts because it is against public policy 
and therefore void.” (Citing authorities.) 


DISTRIBUTION — Compromise of Will 
Contest May Dispense with Neces- 
sity to Probate Will 


Texas—Court of Civil Appeals 
Robbins v. Simmons Estate, 252 S.W. (2d) 


978; writ refused, no reversible error. 

Mrs. Simmons left three wills, each 
in conflict with the others, and all of 
which were offered for probate. Under 
one will Mrs. Simmons’ heirs were the 
principal beneficiaries. Baylor University 
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duary trust was created, the 


was the principal beneficiary under ap. 
other will Mrs. Simmons’ estranged hus. 
band was the principal beneficiary un. 
der the third will. 


While the will contest was pending on 
appeal, Baylor, the heirs, and Simmons 
compromised their differences by paying 
Simmons a designated sum of money, 
various specific legacies were satisfied, 
and Baylor and the heirs divided the 
residue. The agreement of compromise 
was recognized by the Court and ip 
effect no will was probated. 


The executors of the Baylor will ap. 
pealed, contending that the compromise 
agreement could not dispense with the 
necessity of probating the will and their 
appointment as executors. The beneficiar. 
ies contended that such “executors” had 
no litigable interest in the subject matter 
and that the appeal was moot. 


HELD: The devisees and heirs of an 
estate have a right to compromise their 
difficulties and to partition the property 
among themselves by mutual consent 
subject to the rights of creditors and to 


thus dispense with the necessity of prof 


bating a will. 


DISTRIBUTION — Spouse’s Rights —f 
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Widow’s Time to Elect Postponed F 


— Pretermitted Heirs 


Kentucky—Court of Appeals 

Mann, by Elliott v. Peoples-Liberty Bank & 

Trust Co., 256 S.W. (2d) 489. 

The testator died a resident of Ken- 
tucky, survived by a wife and two in. 
fant sons. A major portion of his estate 
consisted of a proprietary business in 
Ohio, which the executors and trustees 


were authorized to continue. His will was & 
executed in 1947, prior to the birth of F 


the younger of his sons. The following 
statute was applicable: 
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“If a will is made when a testator has 


a child living, and a child 
ward, such after-born child, or any de- 
scendant of his, if not provided for by 
any settlement, and neither provided for 
nor expressly excluded by the will, but 
only pretermitted, shall succeed to the 
portion 


is born after-& 


of the testator’s estate that he} 


ee ee 


would have been entitled to if the testator ® 


had died intestate; toward raising which | 


portion the devisees and legatees shall e 
out of what is devised and bequeathed to 


them, contribute ratably, either in kind 


or in money, as the court deems propel & 


If any such afterborn child or descendant 


dies under the age of twenty-one years & 
unmarried and without issue, his portion P 
of the estate, or so much thereof as re & 


mains unexpended in his support and edt 
cation, shall revert to the person to whom 
it was given by the will.” 


By the provisions of the will a resi 
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thereof payable to the widow until the 
elder son reached the age of 25, after 
which time a portion of the income was 
payable to the elder son until he reached 
the age of 30. At that time he became 
entitled to a portion of the corpus out- 
right, and on the death of the widow, he 
became entitled to the balance of the 
corpus. 


In connection with administration in 
Ohio, the Ohio probate court set aside to 
the widow and children the sum of 
$20,000 as a year’s allowance for support 
to be charged against real estate in Ohio, 
there being no provision in Kentucky law 
for the granting of living allowances. 


The widow and the Peoples-Liberty 
Bank were nominated as executors and 
trustees, but the widow refused to qualify 
until it had been determined whether it 
would be to her best interest and to the 
best interest of the children to renounce 
the will and elect to take dower and her 
statutory share. 


HELD: (1) The pretermission statute 
did not nullify the will or affect the 
powers of the executors and trustees, and 
the interest or portion of the pretermit- 
ted child remains in the business and 
under the control of the executors and 
trustees until distributed at the times 
the estate is distributed. Such portion is 
| determined after reducing the estate by 
| the amount of the widow’s dower and 
» statutory exemption. 
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(2) The grant of living allowance 
was an expression of Ohio’s public policy 
within its proper domain and is not 
chargeable to the widow in determining 
her share of the estate. 


(3) Notwithstanding the requirement 
that the right of renunciation must be 
exercised within one year after the pro- 
_ bate of the will, the time for renuncia- 
| tion was properly extended, where in- 
| telligent election was impossible, to any 
| time within two months after a final de- 
termination, not subject to further ap- 
| peal, of the widow’s rights in the estate. 


| (4) Under the facts presented the 
| widow may qualify as executrix and 
) 'rustee under the will without being 


estopped to renounce the will, and, con- 
versely, may renounce the will and never- 
theless qualify as executrix or trustee. 


(5) The executors might not incor- 
porate the business since they were not 
given the power to invest and reinvest 
funds. 


The lower court had held that the in- 
terest of the pretermitted child was de- 
feasible until he should arrive at the 
age of twenty-one or die prior thereto 
with issue surviving. The appellate court 
refused to decide this question but over- 
ruled this portion of the judgment as not 
within the purview of the present action. 
The appellate court discussed, but also 
refused to decide, since no specific pro- 
posal had been advanced, whether the 
power to operate the business or to sell 
it and the power to invest and reinvest 
given to the trustees, would include the 
power to “reinvest” by converting the 
business into a corparation. 


JURISDICTION — Change of Dece- 
dent’s Domicil Not Established 


Pennsylvania—Supreme Court 
Obici Estate, 373 Pa. 567. 


Decedent was the wife of a wealthy 
man and had lived with him in Virginia 
from the time of their marriage in 
1916 until 1937. In 1936, she was stricken 
with an attack of hypertension, but re- 
covered and went to visit her sister in 
Pennsylvania, on January 20, 1937. On 
February 4th, she suffered another at- 
tack and thereafter had numerous at- 
tacks and was constantly under the care 
of doctors and nurses. She had a coron- 
ary thrombosis in July, 1938, and died 
a month later, at the age of 74, intestate. 
During the period of her illness, her hus- 
band visited her regularly and when he 
was away in business trips, he wrote 
regularly. 


In 1947, the husband died intestate in 
Virginia. No issue was born of the mar- 
riage. After the husband’s death, a 
nephew of the wife applied for and re- 
ceived letters of administration in Penn- 
sylvania on the wife’s estate. The execu- 
tors of the husband’s estate petitioned 
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for the revocation of the letters and 
the lower court granted the petition, find- 
ing that the wife’s domicil at the time 
of her death was Virginia. The admini- 
strator appealed. 


HELD: Affirmed. A heavy burden rests 
upon him who alleges a change in domicil 
to establish not only that decedent had 
acquired another domicil but that she 
manifested and carried into execution an 
intention of abandoning her former domi- 
cil. The circumstances under which de- 
cedent for 19 months lived apart from 
her husband did not establish desertion 
or suggest a consensual separation. The 
mental and physical illness of decedent 
when coupled with the other testimony, 
did not etsablish the erection of a 
separate domicil in Pennsylvania. 


PowErs — Limitations — Restraint 
Against Conveyance by Remain- 
derman During Life Tenant’s Life 
is Invalid 


Nebraska—-Supreme Court 
Andrews v. Hall, 58 N.W. (2d) 201. 


Will devised life estate to widow, re- 
mainder to children, with the proviso: 
“should any of my children *** attempt 
to sell, mortgage or dispose of their in- 
terest in my estate before the death of 
my wife *** it is my will that such heir 
shall forfeit all of his or her share except 
ten dollars***.” One child conveyed his 
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one-ninth interest to his wife before the 
death of testator’s widow. 


HELD: Restraint was invalid. A de- 
vise of real estate to a person in fee 
simple, with provisions that are inconsis- 
tent or repugnant thereto, such as a 
restriction against the power to sell, 
mortgage, or otherwise encumber, con- 
veys an absolute fee and such restric- 
tions are void. A testator may not create 
a fee simple estate to vest at his death 
and at the same time restrict alienation 
thereof. Peters v. Northwestern Mutual 
Life Ins. Co., 119 Nebr. 161, 227 N.W. 
917, is overruled. 


SPOUSE’s RIGHTS — Devise of Insur- 
ance Fund to ‘Trust Defeats 
Widow’s Claim to Entire Proceeds 


Tennessee—Supreme Court 
Crockett v. Webb; 257 S.W. (2d) 4. 


A state statute provides that any life 
insurance effected by a husband on his 
own life shall at his death inure to the 
benefit of his widow and children. By 
his will, testator devised the residue of 
his estate including “all my life insur- 
ance payable to or collectible by my 
estate” to certain named trustees, to be 
used for the benefit of his widow and 
certain other named beneficiaries. The 
widow dissented from the will, and elect- 
ed to take her statutory share of the 
estate. The statutes permit a dissenting 
widow to take one-third of the personal 
estate. The widow contended, however, 
that under the statute pertaining to life 
insurance she was entitled to all of the 
insurance fund. The Chancellor held that 
she was entitled to only one-third of the 
insurance proceeds. The court of Appeals 
reversed. 


HELD: Court of Appeals reversed and 
Chancellor affirmed. The statute per- 
taining to life insurance has never been 
held to permit a widow or children to ob- 
tain life insurance proceeds which had 
been irrevocably assigned to some per- 
son other than his widow or children by 
the testator. It is necessary, however, in 
order to prevent the operation of the 
statute, that the testator use clear and 
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apt language in disposing of such life 
insurance proceeds by his will. The lan- 
guage used, making the insurance part 
of the residuary estate, and payable to 
the trustees, is sufficiently clear, so that 
the widow may not claim all of the funds 
under the said statute. Under the will, 
the funds are made a part of the general 
estate, of which the widow can get one- 
third by dissenting. 


SPOUSE’S RIGHTS— Homestead Prop- 
erty Ordered Sold to Pay Widower 
Maximum Portion 


Oregon—Supreme Court 
Benedict v. Lee, decided April 29, 1953. 


Cecelia F. Benedict died testate, leav- 
ing as her sole heirs at law, devisees and 
legatees, her surviving husband, two sons 
and one daughter. She was the owner of 
various assets, including the real proper- 
ty involved in this proceeding. In the 
will of the deceased the only provision 
made for her widower was the sum of 
$300. The real property was specifically 
devised and bequeathed to her children. 


The widower renounced the provisions 
of the will and elected to take his curtesy 
in the lands of the decedent pursuant to 
the Oregon statutes and filed his peti- 
tion for an order to set apart to him a 
probate homestead in the real property. 
The real property consisted of a small 
dairy ranch in Tillamook County, but the 
facts indicate that the widower carried 
on his trade and occupation as a car- 
penter mostly in Portland and Astoria 
in Oregon and Tacoma, Washington and 
did not reside except at short intervals 
on the dairy farm property. At the time 
of decedent’s death, one son of the de- 
ceased and his wife were operating the 
dairy ranch property. The trial court 
entered an order denying the petition. 


HELD: Reversed and remanded with 
directions to allow the petition and have 
further proceedings as may be necessary. 
The statutes provide for a probate home- 
stead in real property up to the value of 
$5,000. Inasmuch as the dairy property 
was appraised at $13,000, the probate 
court shouid have the property ap- 
praised and if a portion thereof cannot 
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be set apart to the extent of $5,000 then 
such part as is necessary may be ordered 
sold. 


TAXATION — Estate & Inheritance — 
Exempt Insurance Proceeds Not 
Entitled to Previously-Taxed-Prop. 
erty Exemption in Second Estate 


Washington—Supreme Court 

In re Gagan’s Estate, 142 Wash. Dec. 473, 256 

P. (2d) 836. 

William Gagan died, leaving his estate 
to his wife, Ida. Thereafter, within five 
years, Ida died, leaving her estate to 
her two children. An inheritance tax 
was paid in the first estate. William 
Gagan carried life insurance payable to 
his wife, on which no inheritance tax 
was paid in his estate, because the pro- 
ceeds were within the amount of insur- 
ance exempt from inheritance tax. The 
exemption of previously taxed property 
provided for by statute is based upon 
the value of property passing from the 
present decedent to a father, mother, hus- 
band, wife, lineal descendant, stepchild 
or adopted child which the present de- 
cedent had received by inheritance from 
someone similarly related within five 
years prior to the death of the present 
decedent. However, this exemption ap- 
plies only to “transfers upon which an 
inheritance tax was paid in the estate 
of the first decedent.” 


The Trial Court concluded that the life 
insurance proceeds had been taxed in the 
estate of the first decedent upon the 
authority of In Re Johanson’s Estate, | 
38 W. (2d) 492; 230 P (2d) 614, that 
the amount of the specific exemption 
granted by statute to the widow in the 
first estate should not be excluded in de- | 
termining the amount of property previ- 
ously taxed in the second estate because 
the entire amount of the estate, includ- 
ing the exemptions, is considered in fix- 
ing the tax rates and it cannot be held 
that a specific portion of the estate 
escaped taxation. 


HELD: Reversed. The reasoning in the 
Johanson case does not apply to the pro- 
ceeds of life insurance. The proceeds of 
exempt insurance policies have no part 
in determining the rate of the inheritance 
tax in any class or bracket thereof. The | 
payment of the exempt proceeds to the 
beneficiary named in the policy (the 
present decedent) did not constitute a 
transfer upon which an inheritance tax 
was paid in the estate of the first de- 
cedent; hence the exemption for property 
previously taxed is not available to those 
inheriting through the present decedent. 





WILLs — Construction — Adminis- 
tration Expenses and Federal Es- | 


tate Taxes Not Included in “Debts 


Illinois—Appellate Court 
In re Estate of Doerfler, 348 Ill. App. 347. | 


Decedent’s will directed the executor | 
to pay all “my just debts and funeral ex- 
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penses,” and gave her husband a one- 
third part of her estate “after the pay- 
ment of such funeral expenses and 
debts.” The executor computed the hus- 
band’s share as one-third of the probate 
estate less funeral expenses, debts of the 
decedent and estate income taxes. The 
residuary beneficiaries filed objection in 
the probate court to the computation 
of the husband’s share in the executor’s 
final report, contending that debts of the 
estate included costs of administration 
and federal estate taxes in addition to 
the items mentioned above. 


The Probate Court overruled the ob- 
jections. The Circuit Court reversed the 
Probate Court’s decree and ordered the 
executor to restate his final account de- 
ducting costs of administration and 
federal estate taxes before distributing 
one-third of the remaining assets to de- 
cedent’s husband. The executor appealed. 


HELD: Reversed. Although the inter- 
est of a surviving spouse “after the pay- 
ment of all debts” under section 10 of 
the Illinois Dower Act has been con- 
strued to include in the word “debts” 
cost of administration and federal estate 
taxes as well as those obligations incur- 
red by the decedent during his or her 
lifetime, the Dower Act is not involved in 
this case and the situations are not 
analogous. The reference to funeral ex- 
penses in the will seems to imply that 
all of the debts of the decedent contracted 
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during her lifetime and only funeral ex- 
penses of the additional expense incurred 
by decedent’s estate by virtue of her 


| death are to be taken into account in 


computing the share of her estate to 


| which her husband is entitled. The spe- 


cific reference to funeral expenses and 
the failure to include such a reference to 
costs of administration and federal estate 
taxes strongly implies that she did not 
want the latter expenses to be taken into 
account in computing her husband’s 
share. 


WILLs — Construction — Bequest to 
Heirs at Law — When Determined 


Massachusetts—Supreme Judicial Court 
New England Trust Co. v. Watson, 1953 A.S. 
507; June 1, 1953. 
Petition for instructions as to the 
meaning of a clause in the will reading: 
“Upon the death of the last survivor of 


| my wife and children, I direct my trus- 
| tees to pay over and distribute that 


portion of the principal of the trust fund, 
which shall then remain in their hands, 
among my heirs at law, the division to be 
made in all cases per stirpes and not 
per capital.” 


The testator died in 1880, leaving a 
widow and four children. The income 
was divided among the widow and chil- 
dren. A son could receive a fraction 
(1/12) of his share of the principal on 
Teaching 25. A daughter could appoint 
the same fraction by will on her death. 


JuLy 1953 


The sons received their fractions and 
the daughter appointed theirs. The bal- 
ance (2/3) was involved in this case. 
The last life tenant died in 1950. The 
probate judge decreed that the clause 
meant heirs at the testator’s death and 
ordered distribution among the estates 
of the four children. 


HELD: Affirmed. The ordinary mean- 
ing of the word “heirs” is heirs at the 
date of death. The use of the phrase “per 
stirpes” did not change the meaning, nor 
did the fact that the heirs were also life 
beneficiaries, or the fact that the gift 
was in the form of a direction to pay 
over and distribute at a future time. 
There was nothing to the argument that 
heirs at the date of distribution were 
intended because the clause was merely 
a catch-all clause after the testator had 
exhausted his initial intentions. 


There was no inconsistency between 
the vested remainders to the children 
and the powers of appointment given 
them over four-twelfths (4/12) of the 
property. There was nothing to the claim 
that the word heirs meant issue, since 
the testator used the term issue in other 
parts of the will and this was the only 
clause in which the word “heirs” was 
used. In 1880 a widow was not an heir, 
and hence the remainders vested in the 
children. 


WILLs — Construction — Precatory 
Words Created No Trust 


Virginia—Supreme Court of Appeals 


Smith v. Trustees of Baptist Orphanage, 
S.E. (2d) 491. 


75 


Testator devised his residence to his 
wife for life “and at her death to my 
son... in fee simple.” In a codicil he 
stated in part: “Recognizing the possi- 
bility that my son... may die without 
issue ... him surviving, in the event no 
issue ... survive it is my wish that he 
after providing a home for life for his 
widow, will my residence . . . to the 
Board of Trustees of the Baptist orphan- 
Cosas’ 

Testator was survived by only his 


wife and his son. Upon the wife’s later 
death, the Orphanage claimed the son 


held the property upon the trust that at 
his death without issue it would go to the 
Orphanage subject to a life estate therein 
for the son’s widow. 


HELD: The son had a fee simple estate 
and the Orphanage had no interest. The 
words “it is my wish” were precatory 
and created no estate in either the son’s 
wife or the Orphanage. If an estate is 
given in one part of a will by clear, un- 
ambiguous, and explicit words, such in- 
terest is not diminished or destroyed by 
words in another portion of the instru- 
ment, unless the terms which diminish 
or destroy the estate before given are as 
clear and decisive as the terms by which 
such estate was created. 


WILLS — Probate — Identical and 
Reciprocal Wills Irrevocable 
Where Compact Inferred 


New Jersey—Superior Court 

Minogue v. Lipman, 96 A. (2d) 426; N. J. 

Chanc. Div. 

Husband and wife each had children 
by a former marriage. They executed al- 
most identical wills on Dec. 22, 1950, pro- 
viding a life estate for the survivor and 
remainder over to the children and step- 
children. The disposition to the children 
and step-children substantially conformed 
to proportionate contributions of each 
spouse. At will conference, neither spouse 
said anything about an agreement or un- 
derstanding that wills were irrevocable. 


The husband died June 5, 1951. On 
June 7, 1951 the wife executed a new 
will cutting off the husband’s children. 
She died on Feb. 1, 1952. The husband’s 
children seek to establish an agreement 
between husband and wife that the wills 
were irrevocable after death of either. 


HELD: Both wills of Dec. 22, 1950 
were prepared at the same time, by the 
same attorney, in the presence of both 
decedents and were executed simultan- 
eously. Each named the same persons as 
executors. On their face it cannot be 
supposed that the wills could have been 
the result of anything but mutual agree- 
ment. Wife having accepted the benefit 
of husband’s will was not at liberty to 
revoke hers. Although the new will is 
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the only one entitled to probate, a trust 
will be impressed on the assets in the 
wife’s estate to carry out the provisions 
of the reciprocal will. 


WILLs — Probate — Change in Limi- 
tation of Time Within Which to 
File Contest Not Retroactive 


Oklahoma—Supreme Court 
Layman v. Layman et al, 254 P. (2d) 784. 


A will was admitted to probate Novem- 
ber 20, 1950. On July 2, 1951, a petition 
to contest the will was filed. On May 26, 
1951 an amendment to 58 O.S. 1951 §67, 
reducing the time within which such pro- 
ceedings might be commenced from one 
year to six months, became effective. 
Section 61, dealing with the same sub- 
ject matter and providing a one year 
period, was not amended. Was the peti- 
tion for contest filed in time? 


HELD: The 1951 amendment governs, 
being the later of two inconsistent ex- 
pressions of the legislature, but the re- 
duction in the period of limitations 
should be applied prospectively only. 
To give retroactive effect to legislation 
affecting procedural matters would, in 
this instance, deprive the petitioner of 
his remedy entirely, but the holding was 
based upon the presumption that statutes 
are to be applied prospectively only un- 
less a contrary intent appears. No such 
intent appeared in the statute and there- 
fore the proceeding was timely filed. 


WILLs — Probate — Proof of Wit- 
nesses Signature Insufficient in Ab- 
sence of Attestation Clause 


Colorado—Supreme Court 


Estate of McGary; McGary v. Blakeley & In- 
ternational Trust Co., decided May 25, 1953. 


Upon decedent’s death two papers were 
found; one was dated 1919, signed by 
testator, leaving bank accounts, bonds, 
stocks and insurance to his sister. The 
signature of two witnesses (without any 
attestation clause) appears under the 
testator’s signature. A will dated 1941 
left government bonds to a brother, pro- 
vided a small cash bequest and provided 
for the disposition of the residue of the 
estate. This will was signed by the testa- 
tor and under his signature by two wit- 
nesses without any attestation clause. 


The signatures of the two witnesses to 
the 1941 will were properly verified. The 
signature of one witness to the 1919 
will was properly verified but the signa- 
ture of the other witness to the 1919 
will was not verified as the witness was 
unknown and could not be found. All wit- 
nesses were dead. 


HELD: There has not been sufficient 
proof of due execution. In the absence 
of an attestation clause the will cannot 
be admitted by proving the signatures 
of the witnesses, because the signatures 
of witnesses alone without an attesta- 
tion clause does not raise a presumption 


552 


that the will was properly executed. An 
attestation clause is prima facia evidence 
of the facts therein stated and had there 
been an attestation clause showing due 
execution, the will could be admitted by 
proof of the signatures of the witnesses. 
The 1919 will could not be admitted as 
an ancient document. 


WILLS — Probate — When Earlier 
Will Not Revoked by Later Will, 
Both Construed Together 


Virginia—Supreme Court of Appeals 
Bradshaw v. Bangley, 75 S.E. (2d) 609. 


Testator, owning some real estate indi- 
vidually and some jointly with his wife, 
made a first will stating: “I want my 
wife ... to have all money, lots of land 
and every thing that I have in my name 
as her own.” In a later will, which did 
not in terms revoke the first, he pro- 
vided: “In case of my death I want my 
wife . . . to have full right to every- 
thing her lifetime to do as she thinks 
best for herself, as long as she lives. 
At her death everything that Deeded 





to [my wife and me] be sold and % go 
to her brothers and sisters, the other 
half to my nieces nephews.” 


The second will was probated. Later, 
after the wife’s death, the first will was 
offered for probate on the theory that, 
as the second will did not cover the re 
mainder interest in testator’s individual. 
ly owned property, such remaind>r pass. 
ed to his wife under the terms of the 
first will. 


HELD: The first will should be pro. 
bated. The second will read alone gave 
the wife a life interest and left the 
testator intestate as to the remainder in- AUC 
terest in his individually owned property 
— a result not favored by the law. The 
first will gave to the wife the fee simple 
in all of testator’s real property and an 
absolute interest in all of his personalty. 
Hence, the wife received a life interest 
in his individually owned estate under 
the second will and the remainder inter- 
est in the same estate under the first 
will. 
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